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Table of Financial Highlights

Sales

Gross profit

Gross profit margin
Operating Profit
EBITDA margin™

EBIT margin

Profit before income tax
Profit for the Period

Profit attributable to the equity holders
of the Company

Adjusted profit attributable to

the equity holders of the Company*
Earnings per share (RMB cents)

— Basic

— Diluted

Adjusted basic earnings per share*
(RMB cents)

Inteirm dividend per share (HK cents)
Special dividend per share (HK cents)

BT
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EFIE
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EBITDAE*

EBITE
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KRRIEZEFEA
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FRERARBERZFEA
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EREF (ARES)
—HK
—#E

FEE 2 BREABF
(ARES)

SRR ERRE (B L)

BRERIRE (B L)

Net Cash* Dt

” "EBITDA margin“means “Earnings before taxes, interest, depreciation,
and amortization” divided by Sales”

& Excluding provision for impairment on other non-current assets of
RMB18,000,000.

@ “Net Cash” means “Short-term time deposits” and “Cash and cash

equivalents” minus “Borrowings”.
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Unaudited
KRB
For the six months ended
30 September
BEAA=+TAHLXEAR

2017 2016
—E—t & —E—RF
RMB’000 RMB’000
AR%ETR ARBFT
(F&E5)

1,637,877 1,580,110
1,067,291 1,028,926
65.2% 65.1%
605,259 563,013
43.0% 42.4%
37.0% 35.6%
650,729 583,358
503,979 464,556
456,894 473,956
474,894 473,956
14.70 15.26
14.70 15.26
15.28 15.26
10.30 -

5.70 -
Unaudited Audited
RIEER BEZ
As at As at

30 September 31 March
2017 2017
REB—tF RZZ—+tF
hLWA=+H =A=+—H
RMB’000 RMB’000
AR¥ T AREFIT
4,880,220 4,826,455
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Change in
percentage

BOLEE

+3.7%
+3.7%

+7.5%

+11.5%
+8.5%

-3.6%
+0.2%

-3.7%
-3.7%

+0.1%
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Management Discussion And Analysis

RECENT COOPERATIONS AND ACQUISITIONS

During the reporting period, the Group invested RMB25.208 million
to acquire 95% equity interest of Jiangxi Xianghai. The Group will
utilize its mastered core technologies to build Jiangxi Xianghai as an
important production base for the aroma raw materials segment,
which will be principally engaged in the production, research and
development and sales of natural and various synthetic aroma raw
materials. The completion of building and commencement of the
production base would not only meet the environmental protection
requirements of China, but also improve the operating efficiency of
the aroma raw materials segment, which has great significance to
put forward the strategic layout of the Group’s aroma raw materials
segment.

INDUSTRY OVERVIEW
Overview of the tobacco industry

In the first half of 2017, the global economy recovered moderately.
Benefited from the solid progress of the supply-side structural reform,
China’s economy continued to grow steadily. With the economic
operation indicators turning better thoroughly, the operation quality
and efficiency of the tobacco industry improved progressively. The
tobacco industry maintained a steady growth trend.

In the first half of this year, the total sales volume of cigarettes was
about 24.75 million cases, representing an increase of approximately
0.38 million cases or 1.6% as compared to the corresponding
period last year, completing the annual sales target of 52.3%. The
total cigarette production volume was about 22.49 million cases,
representing a decrease of 0.75 million cases or 3.2% as compared to
the corresponding period last year. The volume of sales was greater
than production by 2.26 million cases, creating a favorable condition
for the industry to destock the industrial and commercial inventories.
Industrial and commercial inventories fell below 5 million cases in
May for the first time this year, and even dropped to 4.7 million cases
at the end of June, representing a decrease of 0.79 million cases as
compared to the corresponding period last year. In the first half of this
year, the tobacco industry realised profit and tax of RMB592.9 billion,
representing an increase of RMB10.35 billion or 1.8% as compared to
the corresponding period last year, and completed 53.9% of the full-
year target on profit and tax, which successfully achieved the result
that “more than half of the task was finished by using half of the
time”.
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Management Discussion And Analysis (cont'd)

In terms of the niche markets, the cigarette consumption showed a
new trend of development. First of all, sales volume of slim cigarettes
continued to maintain high growth. In the first half of this year, sales
volume of slim cigarettes reached 1.148 million cases, representing
an increase of approximately 0.521 million cases or 83.0% as
compared to the corresponding period last year, which accounted for
4.6% of the national sales volume, representing an increase of 2.0
percentage points as compared to the corresponding period last year.
Secondly, short cigarettes and flavour capsule cigarettes developed
rapidly. In the first half of this year, sales volume of short cigarettes
reached 0.108 million cases, representing an increase of 180.1%
as compared to the corresponding period last year; sales volume of
flavour capsule cigarette reached 0.135 million cases, representing
an increase of 0.101 million cases as compared to the corresponding
period last year, which became the largest sales volume product,
except slim cigarettes, in the niche markets. The rapid development of
slim cigarettes, short cigarettes and flavour capsule cigarettes played
a positive role in stabilizing the sales and improving the structure
for tobacco industry. In addition, with the recovery of the premium
cigarette market, the sales volume of premium cigarettes in the first
half of this year reached 1.67 million cases, representing an increase
of 0.146 million cases or 9.6% as compared to the corresponding
period last year, which was 8 percentage points higher than the
national average. Premium cigarettes became the main force in the
structural upgrade of the industry.

In terms of tobacco leaves, after three years of macro regulation
and control, the total output of tobacco leaves has been effectively
controlled. However, affected by the decrease in tobacco production
and the drop of tobacco leaves consumption and other multiple
factors, the total amount of tobacco leaves is still facing a situation
of significant oversupply and the inventory level of tobacco leaves
still remains high. Starting from this April, the tobacco industry
actively carried out inventory verification work to reduce oversupply
by comprehensively checking and verifying the quantity, grade
and value of the tobacco leaves stored in stock. This verification
process provided an effective safeguard for optimizing the structure
of tobacco leaves inventory and expanding the effective supply of
tobacco leaves. (Source: Tobacco Online and China Tobacco Market)
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Management Discussion And Analysis (cont'd)

Overview of food and beverage industry and fragrances
industry

In the first half of 2017, the food manufacturing developed steadily
and rapidly, and the profitability of the food industry tends to
be stable. Among them, the dairy beverage market picked up,
and the production of dairy products turned better stably. The
beverage market introduced innovative beverage products and the
demand for healthier beverages, such as fruit and vegetable juice
beverages, plant-based protein and milk beverages, increased rapidly.
Products with more nutrients, diversification, high added-value and
miniaturization became the new trends, and demand for intelligent,
small-batched and customized products continued to increase.
Bakeries maintained a good upward trend, and its development will
be closely integrated with the individual needs of consumers. The
pursuit of high added-value and high growth is the main direction for
the industry’s future development.

Snack food has salient ready-to-eat feature, which is highly
compatible with current trend of convenience, showing a good
momentum of development. In addition to the demand for taste, the
market demand for health also increased gradually. Puffed food, with
affordable prices, various product forms and varied tastes, is still one
of the favorite products for consumers. The prefabricated food market
is in strong demand. The demands for standardized and convenient
delicacies are not only from the catering, but also extended to
the family kitchens to meet the needs of fast-paced life for urban
residents. Benefit from the recovery of the catering industry and the
upgrading of household consumption, the condiment industry is
expected to grow persistently.

In terms of fragrances industry, with the increase of residents’
disposable income, the consumption of fragrance products in China
has also increased year by year. The per capita disposable income
of Chinese residents in effect increased by 7.3% in the first half of
this year. The consumption structure continued to upgrade, and the
market scale of consumer goods expanded further. The different
segments of fragrances industry show various development trends.
The product structure of household disinfectant market has a big
change and the market for traditional coiled mosquito-repellent
incense and insecticide spray has been shrinking year by year. Clean,
convenient, non-fragrant liquid mosquito coils are still popular and
maintain a growth trend. Personal cleaning and care products grow
rapidly.
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Management Discussion And Analysis (cont'd)

Overview of the innovative tobacco products industry

In recent years, due to the gradually strengthened tobacco control
by the government, the heightened tax burden and the increased
awareness of consumers’ health, the innovative tobacco products
have developed rapidly. According to the “2016 World Tobacco
Development Report 2016, the global e-cigarette market in 2016
was estimated to be about 10 billion U.S. dollars, mainly in the United
States, Europe and Southeast Asia, where the United States accounted
for about 43% of the market share. (Source: China Tobacco)

Innovation is an increasingly important growth driver for the tobacco
industry. With the rapid growth of sales, major tobacco companies
have stepped up their investments in innovation and development
of innovative tobacco products. As one of the major markets for the
innovative tobacco products, Asia has great potential. Among them,
the Heat-Not-Burn (“HNB") products which do not produce smoke
and soot, after accumulated years of research and development,
gained high praise when it was launched in Japan in 2015. As shown
in the related materials, the market share of the HNB products is
expected to rise significantly from 4% in 2016 to 15% in 2017 and its
penetration will accelerate further in the next couple of years. (Source:
Goldman Sachs “Future of Tobacco”)

In the future, the development of low-harm innovative tobacco
products will be a big trend, and the international market has great
market potential, but the development and growth of domestic
market will depend on more clarity in the regulatory control and

policy.

RESULTS

For the six months ended 30 September 2017, the Group’s sales
revenue reached approximately RMB1,638 million, representing an
increase of approximately 3.7% over the corresponding period last
year. Gross profit margin reached approximately 65.2%, which is
similar with that of the corresponding period last year. EBIT margin
reached approximately 37.0%, representing an increase of 1.4
percentage points as compared with the corresponding period
last year. Profit attributable to equity holders of the Company
was approximately RMB457 million, representing a decrease of
approximately 3.6% over the corresponding period last year. Basic
earnings per share was RMB14.70 cents, representing a decrease of
approximately 3.7% over the corresponding period last year.
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Management Discussion And Analysis (cont'd)

BUSINESS OVERVIEW
Review of flavours and fragrances business

For the six months ended 30 September 2017, sales revenue of the
flavours and fragrances business of the Group amounted to RMB986
million, representing an increase of approximately 8.4% as compared
to approximately RMB910 million for the corresponding period
last year, accounting for approximately 60.1% of the Group's sales
revenue. The operating profit of the segment was about RMB522
million, representing an increase of 0.8% as compared to the
corresponding period last year. The EBIT margin was approximately
52.9%, representing a decrease of 4.0 percentage points as compared
to approximately 56.9% for the corresponding period last year. The
increase of sales revenue was mainly due to the recovery of the
tobacco industry and increase of sales volume. The decrease of the
operating profit was mainly due to the decrease of other income in
the reporting period.

a) Flavours

In the first half of the year, with the stabilization of China’s
economy, the tobacco industry began to “pick up” after
suffering from “sales winter” and the consumption of cigarettes
gradually became rationalized. Driven by the economy rebound,
the Group's tobacco flavours business has gradually stabilized
and its sales revenue rose steadily. After years of efforts and
through the possession of high-quality raw material resources,
the Group has gradually established its own core raw material
system, has trained an internationalized team of flavourists with
first class standard, and gradually transformed from a simple
flavour supplier to a system service solution provider gradually.
At the same time, it has actively carried out a series of work
in the aspects of overall marketing design of cigarettes and
product system solution.

In terms of the food and beverage business, Shanghai H&K
Flavors & Fragrances Co. Ltd., under the adverse circumstance
where the price of raw material rose sharply, made efforts to
control costs and improve operating efficiency and stabilized
gross profit margin during the reporting period. While
developing the domestic market, it actively went abroad
to develop Southeast Asian markets and expand exports.
Guangzhou Huabao Food Co. Ltd. was actively involved in
technological innovation and product upgrades, and formed
a new production line. Against the background of the overall
increase in prices for some raw materials, it actively controlled
its costs through different procurement strategies and achieved
good results.
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Management Discussion And Analysis (cont'd)

In response to the increasingly stringent requirements of the
new environmental protection situation, the Group will establish
a new production base of food flavours and food ingredients in
Yingtan, Jiangxi Province.
b) Fragrances
During the reporting period, due to the substantial increase
in price of some natural raw materials and imported raw
materials from overseas, the cost of raw materials procurement
of the Group increased significantly. Also, due to the decrease
in the demand of detergent fragrances by some big clients
and the impact of environmental protection factors, the sales
of detergent fragrances of the Group declined as compared
with the same period last year. In addition, the suspension of
production during the 2017 BRICS summit held in Xiamen had
a certain impact on half-year performance. In the second half of
the year, with the advent of the sales season of fragrances and
the improvement of the performance of traditional customers,
it is expected that the performance of Xiamen Amber Daily
Chemical Technology Co. Ltd. will be improved.

Overview of tobacco raw materials business

For the six months ended 30 September 2017, sales revenue of the
tobacco raw material segment of the Group amounted to RMB278
million, representing a decrease of approximately 17.1% from
RMB335 million of the corresponding period last year, accounting for
approximately 17.0% of the Group’s sales revenue. The operating
profit of the segment was about RMB110 million, representing a
decrease of 1.6% as compared to the corresponding period last year.
The EBIT margin was approximately 39.4%, representing an increase
of 6.2 percentage points as compared to approximately 33.2% for
the corresponding period last year. The main reason for the decline in
sales revenue of tobacco raw materials was due to the high inventory
of tobacco leaves and the impacts of the production fluctuations
caused by the periodic destocking of the industry. However, due to the
remarkable results of the expense control by Guangdong Jinye, the
EBIT margin increased as compared to the corresponding period last
year.
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Management Discussion And Analysis (cont'd)

During the reporting period, faced with the unfavorable situation
in the industry, Guangdong Jinye, on one hand, strengthened its
awareness of product quality, optimised the procurement structure
of raw materials and actively expanded its exports. On the other,
it endeavored to control costs and expenses and adopted a way
of combining target costs and overall budget, so that it effectively
controlled the increase of costs when the market price of some
raw materials rose, and improved the company’s cost-effectiveness.
Although the current industry situation is difficult, the RTL has an
indispensable role in the future tobacco market. In particular, after
the industry achieving “three eliminations and one reduction” (de-
capacity, de-stocking, de-leveraging, and cost reduction) and the real
de-stocking of tobacco leaves, the development outlook of the RTL
still remains good.

Driven by the recovery of the industry, the development momentum
of tobacco new material business was very gratifying during the
reporting period. Among them, the sales of capsules increased
dramatically. Currently, the Group is actively expanding production
capacity to meet the situation of short supply. In the second half
of the year, with the completion of the new production line for
capsules, the sales volume of capsules is expected to increase further.
In addition, other products of the Group’s new materials business,
including wired conductors and smiley paper, etc., have shown various
degrees of growth.

Review of aroma raw materials business

For the six months ended 30 September 2017, sales revenue
of the aroma raw materials segment reached RMB250 million,
representing an increase of 26.9% from RMB197 million of the
last year, accounting for approximately 15.3% of the Group’s
revenue. Operating profit of the segment reached RMB49.3 million,
representing a significant increase of approximately 57.5% from the
corresponding period last year. The EBIT margin was approximately
19.7%, representing an increase of 3.8 percentage points as
compared to approximately 15.9% for the corresponding period last
year. The increases of sales revenue and operating profit were mainly
due to the elimination of some industry capacity resulting from the
increasingly stringent of the environmental protection requirements
and the upgrade in production of this segment, resulted in the overall
increase of the aroma raw materials business.

In order to better adapt to the new requirements of the environmental
protection, during the reporting period, the Group successfully
acquired 95% equity interest of Jiangxi Xianghai. In the future, it
will build Jiangxi Xianghai as an important production base for the
aroma raw materials segment, which will be principally engaged in
the production, research and development and sales of aroma raw
materials.
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Management Discussion And Analysis (cont'd)

During the reporting period, faced with the unfavorable situation of
price increase and short supply of raw materials, the Group actively
upgraded its manufacturing processes, which increased its production
efficiency and decreased production costs. As a result, the aroma
raw material segment maintained rapid growth, sales revenue and
operating profit both achieved good results. At the same time, the
Group actively expanded exports to consolidate the original Southeast
Asia market and successfully entered into new markets of Europe and
the U.S., so that the overall aroma raw materials business is in the
rising trend of development.

The aroma raw materials industry belongs to the fine chemical
industry. With the improvement of the national standards on
environmental protection and safety production standards, some
small and medium-sized chemical manufacturers will gradually be
eliminated from the market. The Group will seize the opportunity
of the industry consolidation and vigorously develop the aroma raw
materials business. On the one hand, it will continue to upgrade
existing products, reduce costs and increase efficiency. On the other,
it will continue to develop new products and new technologies and
strive to develop new customers to enrich product lines and create
greater profit margins.

Review of the innovative tobacco products business

For the six months ended 30 September 2017, sales revenue of
the Group’s innovative tobacco products was RMB124 million,
representing a decrease of approximately 9.2% as compared with
RMB137 million of the corresponding period last year and accounting
for approximately 7.6% of the Group's total revenue. Operating loss
of the innovative tobacco products business amounted to RMB26.0
million, representing a decrease of loss of RMB31.5 million as
compared to the corresponding period last year, and the segment
was still in loss position during the reporting period. The decline in
the sales revenue was mainly due to the adjustments of suppliers and
product structure. Regarding the domestic business in China, due to
the unclear regulatory framework in China’s market, the management
voluntarily slowed down the domestic business promotion after
cautious valuation.

In August 2016, the U.S. Food and Drug Administration (FDA), for the
first time, added the production, promotion and sales of e-cigarette
products into institutional regulation in its newly published Tobacco
Products Control Act. The introduction of the new legislation clarified
the legality of the sales of e-cigarettes, imposed legal supervision
on e-cigarettes that was in a grey area in the past, and provided
consumers with an extra layer of protection. When the news came
out, the market responded positively. The Group will actively promote
building up the capital platform for e-cigarettes in the future.
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Management Discussion And Analysis (cont'd)

R&D and innovation capabilities

The Group has a leading R&D platform and a R&D team with
international experience in the fields of tobacco, flavour and aroma
raw materials. The Group established a state-level enterprise technical
center and a post-doctoral scientific research station in Shanghai,
and has established joint laboratories with several major tobacco
enterprises. It has also established a designated RTL production and
R&D base authorized by the State Tobacco Monopoly Administration
in Shantou, Guangdong Province, and an overseas R&D center in
Germany. The Group owns a R&D team consisting of experienced
Chinese and foreign experts and its R&D strength continues to lead
its peers in the domestic counterparts. For R&D investment, the
R&D expenses of the Group for the six months ended 30 September
2017 amounted to approximately RMB126 million, accounting for
approximately 7.7% of the total sales revenue, which increased
further from that of approximately 7.0% for the corresponding period
last year.

In terms of food flavours, during the reporting period, the Group
successfully developed new types of sauces for bakeries, which
were widely recognized by customers. In addition, the technologies
of transparent emulsification and preparing antifreeze emulsified
products have achieved positive results. In terms of fragrances, the
Group has applied for a patent of invention for a mosquito and
antibacterial spray which contains the natural plant essential oil and
has also applied for several patents of utility models. The science
and technology projects of Xiamen Amber — The research and
development on deep processing technology for patchouli oil and
expansion of production successfully passed the assessment this July.
In terms of the aroma raw materials, some products of the Group
won the certificate of high-tech products in Jiangsu Province and
successfully applied for the certificate of food safety management
system of 1SO22000.

In terms of RTL, during the reporting period, Guangdong lJinye
obtained several patents in the areas of papermaking RTL, dry-
processed RTL and new tobacco stems, and further perfected the
patent protection of Guangdong Jinye on the independent research
and development of key technologies. In terms of new materials, the
Group has achieved success in the development and application of
aromatic slow-release congealed fat products, and the development
of new aromatic fiber cores and functional aromatic firmware.
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Management Discussion And Analysis (cont'd)

FUTURE PROSPECTS

In June 2017, the China Security Regulatory Commission has formally
accepted the application of the initial public offering of RMB ordinary
shares (A shares) and listing on the Growth Enterprise Market of
Shenzhen Stock Exchange by the Group’s proposed spin-off company
Huabao Flavours & Fragrances Co. Ltd.. At present, the application for
the proposed spin-off is still in progress.

In the second half of this year, with the further digestion of inventory
of tobacco leaves and cigarettes, the Group’s business will continue
to develop steadily. The Management is confident in the full year's
operation prospects. With the acceleration of consumption structure
upgrade and the continuous increase of consumer health awareness,
the Group will actively focus on the emerging potential markets and
regard such markets as an important direction for R&D.

At present, the increasingly stringent environmental protection
standards have brought new opportunities and challenges to
enterprises. Some of the obsolete production capacity that cannot
meet the environmental protection requirements will be eliminated.
Under the triple opportunities of consumption upgrade, industry
consolidation and tightening environmental protection, the Group
will actively upgrade its products structure, improve the products
chain and strengthen the core competitiveness. At the same time, the
Group will actively focus on the emerging potential markets, focus
on the complementary products in the field of “tasty fast-moving
consumer goods”, and, through a dual engine strategy of business
model upgrade and industry consolidation, continue to be the leader
to a better life.
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Management Discussion And Analysis (cont'd)

FINANCIAL REVIEW

Analysis of interim results for the six months ended 30
September 2017

Sales revenue

The Group's sales revenue amounted to RMB1,637,877,000 for the
six months ended 30 September 2017, representing an increase of
3.7% as compared with RMB1,580,110,000 for the corresponding
period last year. The increase in the sales revenue is mainly attributable
to the increase of sales revenue of flavours and fragrances and aroma
raw materials as compared with the corresponding period last year.
It was, however, partly offset by the decrease of sales revenue of
tobacco raw materials and innovative tobacco products. For the six
months ended 30 September 2017, sales revenue from flavours and
fragrances increased by 8.4% to RMB985,932,000; sales revenue
from tobacco raw materials decreased by 17.1% to RMB277,860,000;
sales revenue from aroma raw materials increased by 26.9% to
RMB249,793,000; and sales revenue from innovative tobacco
products decreased by 9.2% to RMB124,292,000.

Cost of goods sold

The Group’s cost of goods sold amounted to RMB570,586,000 for
the six months ended 30 September 2017, representing an increase
of 3.5% as compared with RMB551,184,000 for the corresponding
period last year.

Gross profit and gross profit margin

The gross profit of the Group increased from RMB1,028,926,000 for
the six months ended 30 September 2016 to RMB1,067,291,000 for
the six months ended 30 September 2017, representing an increase
of 3.7%. The Group’s gross profit margin for the first half of the year
is about 65.2%, which was similar with 65.1% for the corresponding
period last year. This was mainly due to the Group's effective control
of cost.

Other income and other gains — net

Other income and other gains — net of the Group was
RMB63,736,000 for the six months ended 30 September 2017,
representing a decrease of RMB54,314,000 as compared with
RMB118,050,000 for the six months ended 30 September 2016. The
decrease in other income and other gains was mainly due to the fact
that the Group did not hold any financial assets at fair value through
profit or loss during the six months ended 30 September 2017, and
therefore no relevant income were generated during the period.
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Management Discussion And Analysis (cont'd)

Selling and marketing expenses

The selling and marketing expenses of the Group comprised mainly
travelling expenses, transportation cost, advertising and promotion
expenses, salaries and office expenses. The selling and marketing
expenses of the Group for the six months ended 30 September
2017 were RMB103,511,000, representing a decrease of 20.9%
as compared with RMB130,922,000 for the corresponding period
last year. Selling and marketing expenses to total sales revenue for
the six months ended 30 September 2017 and 2016 amounted to
approximately 6.3% and 8.3% respectively, representing a decrease
of 2.0 percentage points. The decrease in such ratio was mainly
attributable to the effective control of expenses.

Administrative expenses

The Group’s administrative expenses amounted to RMB422,257,000
for the six months ended 30 September 2017, representing a
decrease of 6.8% as compared with RMB453,041,000 for the
corresponding period last year. The ratio of administrative expenses to
total sales was approximately 25.8%, representing a decrease of 2.9
percentage points as compared with 28.7% for the corresponding
period last year. The decrease in such ratio was mainly attributable
to the streamlined structure of the Group to increase efficiency and
effective control of expenses.

Operating profit

The operating profit of the Group for the six months ended 30
September 2017 was RMB605,259,000, representing an increase
of approximately 7.5% as compared with RMB563,013,000 for the
corresponding period last year, while the operating profit margin
increased by 1.4 percentage points to approximately 37.0% during
the first half of the year from approximately 35.6% for the first half
of last year. The increase in operating profit was mainly attributable
to the Group's business growth and effective control of administrative
and selling expenses.

Income tax expenses

The income tax expenses of the Group for the six months ended 30
September 2017 was RMB146,750,000, representing an increase of
23.5% as compared with RMB118,802,000 for the corresponding
period last year. Income tax rate of the current period was
approximately 22.6%, representing an increase of 2.2 percentage
points as compared with the corresponding period last year. It was
mainly attributable to the increase in provision of withholding income
tax for current period.
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Management Discussion And Analysis (cont'd)

Profit attributable to the equity holders of the Company
Profit attributable to the equity holders of the Company was
RMB456,894,000 for the six months ended 30 September 2017,
representing a decrease of 3.6% as compared with RMB473,956,000
for the corresponding period last year.

Net current asset value and financial resources

As at 30 September 2017, the net current asset value of the Group
was RMB6,175,772,000 (31 March 2017: RMB6,314,161,000).
The Group generates its working capital mainly through its
operating activities to maintain a sound financial position. As at 30
September 2017, the Group’s cash and bank balances amounted to
RMB4,927,220,000 (31 March 2017: RMB4,901,955,000). The Group
held structured investment products of RMB110,000,000 (31 March
2017: RMB111,000,000), which were classified as available-for-sale
financial assets.

Bank borrowings and gearing ratio

As at 30 September 2017, the Group had bank borrowings of
RMB47,000,000 (31 March 2017: RMB75,500,000), all of which were
due within one year and unsecured loan. For the six months ended 30
September 2017, the average annual interest rate of such unsecured
loan was 3.98% (2016: 4.05%). As at 30 September 2017, the
Group’s gearing ratio (total borrowings, include current and non-
current borrowings, divided by total equity (excludes non-controlling
interests)) was 0.5%, which was further lowered from 0.8% as of 31
March 2017.

Trade receivables turnover period

Trade receivables turnover period is calculated on the basis of the
average amount of trade receivables as at the beginning and at the
end of a relevant financial period divided by the total sales revenue
for the corresponding period and multiplied by 180 days. The Group
generally offers its customers a credit period of approximately
0-180 days, depending on the business volume of, and the length
of business relationship with the customers. For the six months
ended 30 September 2017, the Group's average trade receivables
turnover period was 108 days, representing an increase of 11 days
as compared with 97 days for the last financial year ended 31 March
2017, and it was basically consistent with the trade receivables
turnover period of 107 days for the corresponding period last year.
The indicator remained stable.
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Management Discussion And Analysis (cont'd)

Trade payables turnover period

Trade payables turnover period is calculated on the basis of the
average amount of trade payables as at the beginning and at the end
of a relevant financial period divided by the cost of goods sold for
the corresponding period and multiplied by 180 days. Credit periods
granted by suppliers to the Group ranged from 0-180 days. For the
six months ended 30 September 2017, the Group's average trade
payables turnover period was 90 days, remained basically stable as
compared with 89 days for the last financial year ended 31 March
2017.

Inventory and inventory turnover period

As at 30 September 2017, the Group’s inventory balance amounted
to RMB732,146,000 (31 March 2017: RMB693,490,000). For the six
months ended 30 September 2017, the inventory turnover period
(calculated on the basis of the average amount of inventory balances
as at the beginning and at the end of a relevant financial period
divided by the total cost of goods sold for the corresponding period
and multiplied by 180 days) was 225 days, representing an increase of
19 days as compared with 206 days for the last financial year ended
31 March 2017. However, it was lower than the inventory turnover
period of 232 days of the corresponding period last year. The increase
in inventory was mainly due to the appropriate increase in stock for
aroma raw materials segment and new materials segment to meet the
business development needs.

Foreign exchange and exchange rate risk

The principal businesses of the Group are located in Mainland China
and the majority of the sales revenue is denominated in RMB, with
the exception of only a certain amount of imported raw materials and
equipment which are denominated in foreign currency such as USD or
EUR. The Group’s bank deposits are mainly denominated in RMB, USD
and HKD. Management concurs the views of the People’s Bank of
China on the RMB exchange rate, that is, the RMB exchange rate has
the capability to continuously remain basically stable within reasonable
range of equilibrium.

Pledge of assets
As at 30 September 2017, the Group had no pledged assets.

Capital Commitments

As at 30 September 2017, the Group had capital commitments in
respect of the purchase of property, plant, equipment, available-for-
sale financial assets and investments in associates, contracted for but
not provided in the financial statements amounted to approximately
RMB142,302,000 (31 March 2017: RMB149,329,000), with
investment in high-tech fund amounted to RMB87,709,000.
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Management Discussion And Analysis (cont'd)

Contingent liabilities

According to the information available to the Board, the Group had
no contingent liabilities as at 30 September 2017.

HUMAN RESOURCES

As at 30 September 2017, the Group employed over 2,100 employees
in the PRC, Hong Kong, Germany, U.S., Botswana and Korea. During
the reporting period, in line with the business objective for the year,
the Group made the work objective of strengthening management,
optimizing system, improving efficiency and reducing cost, and did
a good job in basic aspects of system implementation, management
improvement, personnel optimization and supervision and
implementation. In the meantime, the Group started from the internal
human resources department to strengthen its management and
strive to improve its ability to work in the department and its overall
quality. In terms of recruitment, the Group has established a sound
mechanism for diversification of recruitment forms, optimization of
quality, and minimization of costs and humanization of services.

In terms of the construction of corporate culture, the Group adhered
to the people-oriented principle, and dedicated itself to building
a solid and passionate staff team. With the vision of “leader to a
better life”, the Group adhered to the corporate spirit of innovation,
pragmatism, loyalty and collaboration, promoted culture landing
through a variety of cultural activities and ongoing public welfare
projects, and promoted continuous improvement of education
and the environment so as to win social trust and sustainable
development. During the reporting period, the Group helped poor
pupils in poverty-stricken areas in poverty relief donations through
“Huabao Action and Passing Love”, which was highly evaluated and
praised by peers and the government of Tibet. In the future, the
Group will continue to play the leadership role in the industry and
actively reward society while developing its business.
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Other Information

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 September 2017, the interests and short positions of the
Directors and chief executives in the shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the SFO), as recorded in the register
maintained by the Company under Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code were as follows:

Long position in ordinary shares of the Company

Name of Directors Capacity

Exps =37

CHU Lam Yiu Held through controlled corporations et
R g b ke NCIESF SRS

XIONG Qing Beneficial owner

AR ERBERA

Note: 2,287,578,900 ordinary shares of the Company were held by
Mogul Enterprises Limited, Resourceful Link International Limited,
Power Nation International Limited, Jumbo Elite Limited, Raise Sino
Investments Limited and Real Elite Investments Limited, respectively.
Ms. CHU Lam Yiu is the sole beneficial owner of the aforesaid six
companies.

Save as disclosed above, as at 30 September 2017, none of the
Directors nor their close associates had any interests or short positions
in the shares, underlying shares or debentures of the Company or any
of its subsidiaries or associated companies as defined in the SFO.

H th &
EERRG HERORES 2 #ED

RZE—+tFNLAZTH EFEHESTHA
ERARRIREMRELIE (TERBAEE
EBIEXVER) 2 fh - AR REHFTHESR
RN RIIRIEE H & B S0 535218 E 1T
BErERMAREc EE kAR IEBRE
ZETRABEMABANE AR A R ZATZ#
mMABRIT

EARzEBRYR
Number Percentage
of issued of the issued
Shares held share capital
BEE#T HE#&1T
R4 & B BRAEBDL
2,287,578,900 73.60%
3,720,000 0.12%

Miszk: AN2AAZ22,287,578,9008% L @A I H Rl
FiMogul Enterprises Limited, Resourceful
Link International Limited, Power Nation
International Limited, Jumbo Elite Limited,
Raise Sino Investments LimitedflReal Elite
Investments Limited$$ 75 o KME L LA Ll
BRBEINE—EREE A

BREXFAERBEEN R_BE—LFALA=+
B SECHNEFARSEZIETHEARAEAR
A EEMMEARKBEEE (ERXRES
KEIEGD]) 2 ERED - R S E 25T
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Other Information (cont'd)

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed at the Company’s annual
general meeting held on 9 August 2016, the Company terminated
the share option scheme adopted on 22 September 2006 (“2006
Share Option Scheme”) and adopted a new share option scheme
("New Share Option Scheme”) on 9 August 2016 (“Adoption Date").
The New Share Option Scheme shall be valid and effective for a period
of ten years commencing on the Adoption Date (can be terminated
before expiration), the terms of the New Share Option Scheme are
substantially the same as those of the 2006 Share Option Scheme. As
at 30 September 2017, no share options had been granted under the
New Share Option Scheme. The outstanding options granted under
the 2006 Share Option Scheme shall continue to be valid and subject
to the provisions of the 2006 Share Option Scheme.

As at 30 September 2017, the number of share options (“Share
Options”) granted by the Company pursuant to the 2006 Share
Option Scheme which are valid and outstanding amounted to
2,600,000, representing approximately 0.08% of the issued share
capital of the Company upon full exercise of the Share Options.
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Other Information (cont'd)

Details of Share Options granted, exercised, cancelled and lapsed
during the reporting period under the 2006 Share Option Scheme are
set out as follows:

==,
=

HiEE @

RB|ERRN REBE-_FTNFERET S
T EERRBOBRESBOT

%3

Number of Share Options
BRERA
Cancelled/ Balance
Balance Granted Exercised lapsed as at 30
asat  duringthe  duringthe  duringthe  September
1 April reporting reporting reporting 2017
Exercise 2017 period period period R=Z—-t&
Grantee Grant Date Price Exercisable Period H=Z-t& BEHR BEHR #EHR MB=TH
RRA RUAH e UTEAS WmA-A%H g e H#/XN &
HKD
ot
Other Particjpants 17 October 2007 6.65 17/4/2008-16/10/2017 2,600,000 - - - 2,600,000 (N;‘j
A 2EE ZEZHETATEA
Total
fit 2,600,000 - - - 2,600,000

Note: 2,600,000 Share Options would lapse on 17 October 2017.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than disclosed in Note 12 to the condensed consolidated
interim financial information, at no time during the reporting period
was the Company, its ultimate holding companies or any of its
subsidiaries a party to any arrangements would enable the Directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

Misr: 2,600,00008 N - —+F+ A ++BEB-

EERBRO[EE 2 &R

RRERGEETHMBENMEI2RES
S+ AN 2 B SR AR (AT BY BB 2 B0 R S HA R AE AR
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Other Information (cont'd)

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 30 September 2017, other than the interests disclosed in the
section headed “Directors’ interests in shares, underlying shares and
debentures”, the register of substantial shareholders maintained
by the Company under Section 336 of the SFO showed that the
following person(s)/corporation(s) held interests or short positions in
5% or more of the issued share capital of the Company:

Long position in ordinary shares of the Company

Name of Substantial Shareholders Capacity

TERREB 54

Fosun International Limited Held through controlled
corporations Mot

BEBRKRABER A g clae et I NCIES ¥ = I

Note:

1. Fosun International Limited was owned as to 71.82% by Fosun

Holdings Limited, which in turn was a wholly-owned subsidiary of Fosun
International Holdings Ltd. Mr. Guo Guangchang held 64.45% of the
issued share capital of Fosun International Holdings Ltd. The interests
that Fosun International Limited, Fosun International Holdings Ltd. and
Mr. Guo Guangchang held in the 217,414,000 Shares, as set out in the
above table, were from the same block of shares.

HiaEE @

TERRzER
RZEBE—LtFAA=TH BRITEERK
RN REF S — AR E R
@A AR RIRIEE 75 L I E 1R H 55 3361%F
BXFERRETMBET  TIAL ZERF
BERRAEEITRAS%HIA FRRFAE

KPR ZEBRIFR
Number Percentage
of issued of the issued
Shares held share capital
BEE®RT HEBTRAE
RO E AL
217,414,000 7%

GEE

1. BEEBRBRAAMNTIILWBEHTRAHERE
ZERBRARHE - MEEZERER AR JiFosun
International Holdings Ltd.H) 2 &M B A & - Z0/E
& 5t &£ Al B Fosun International Holdings Ltd.
64.45% B BT - B 2B AR A A Fosun
International Holdings Ltd. 5 20 & & %t 4 A A &)
ART)Z2217,414,0000% 4 58 (W1 ERPAR) » ThE
BRE—ERM -
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Other Information

CORPORATE GOVERNANCE
Compliance with the Corporate Governance Code

The Board recognises the importance and benefits of good corporate
governance practices and has adopted certain corporate governance
and disclosure practices for enhancing the level of transparency and
accountability.

The Board members have regular discussions about the business
strategies and performance of the Group and have regular trainings
on Listing Rules and regulatory requirements provided by the legal
adviser of the Company from time to time together with the relevant
senior executives. Finance Department provides and reports to the
Board members on key management accounting information of
the Group on a regular basis. The Company has an established
internal reporting practice throughout the Group to monitor the
operation and business development of the Company so as to capture
potentially price-sensitive information on a timely basis, and to
monitor the continuing disclosure obligation.

Throughout the reporting period, the Company had complied with
the code provisions in the CG Code and, where appropriate, adopted
the recommended best practice as set out in the code provisions,
except for code provisions A.2.1 and A.4.1:

Code provision A.2.1 provides that the roles of chairman and chief
executive should be separate and should not be performed by the
same individual. Ms. CHU Lam Yiu, Chairwoman of the Board and
Executive Director of the Company, took up the position of CEO
starting from 9 April 2013. As the Board meets regularly to consider
the matters relating to business operations of the Group, the Board is
of the view that the above arrangement will not impair the balance
of power and authority of the Board and the executive management.
The effectiveness of corporate planning and implementation of
corporate strategies and decisions will generally not be affected.

Code provision A.4.1 stipulates that non-executive directors should
be appointed for a specific term and subject to re-election. The INEDs
of the Company were not appointed for a specific term as they are
subject to retirement by rotation no later than the third annual general
meeting of the Company since their last appointment or re-election
and are eligible for re-election in accordance with the Company’s
bye-laws. As such, the Company considers that sufficient measures
have been taken to ensure that the Company's corporate governance
practices are no less exacting than those set out in the CG Code.
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Other Information (cont'd)

Environmental, Social and Governance Reporting

The Environmental, Social and Governance (“ESG”) Report which
contains our ESG information in 2016-2017 and the requirements
under the ESG Reporting Guidelines of the Listing Rules had been
published by the Company on websites of the Hong Kong Stock
Exchange (www.hkexnews.hk) and of the Company (www.huabao.
com.hk).

Changes to Information in respect of Directors

In accordance with Rule 13.51B(1) of the Listing Rules, the changes
to information required to be disclosed by Directors pursuant to
paragraphs (a) to (e) and (g) of Rule 13.51(2) between 16 June
2017 (being the date of approval of the Company’s 2016/17 Annual
Report) and 21 November 2017 (being the date of approval of this
Interim Report) of the Company are set out below:

1. Ms. MA Yun Yan was appointed as an independent non-
executive director of Jiangsu Nata Opto-Electronic Material Co.,
Limited (listed on the Shenzhen Stock Exchange) with effect
from 28 June 2017.

2. Mr. POON Chiu Kwok was appointed as an independent non-
executive director of Yanzhou Coal Mining Company Limited
(listed on the Hong Kong Stock Exchange) with effect from 29
June 2017.

Model Code for Securities Transactions by Directors of
Listed Issuers

The Company has adopted the Model Code as the code of conduct
regarding dealing in the securities of the Company by the Directors.
Having made specific enquiries of all Directors, the Company has
received their written confirmations that they have complied with the
required standard as set out in the Model Code throughout the six
months ended 30 September 2017.
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Other Information (cont'd)

DIVIDENDS

The Company’s final dividend of HK22 cents per Share (2016: Nil) in
cash (amounting to RMB577 million in aggregate) for the year ended
31 March 2017 were paid to Shareholders on 18 August 2017.

The Board has resolved to declare an interim dividend of HK10.30
cents per Share (2016: Nil) and a special dividend of HK5.70 cents per
Share (2016: Nil) both in cash for the six months ended 30 September
2017, which are expected to be paid around 12 January 2018, to
Shareholders whose names appear on the Register of Members of the
Company on 8 December 2017.

CLOSE OF REGISTER OF MEMBERS

In order to determine Shareholders who qualify for the interim and
special dividends, the Register of Members of the Company will
be closed from 6 December 2017 to 8 December 2017, both days
inclusive, during which no transfer of shares will be effected. All
properly completed transfer forms accompanied by the relevant
share certificates must be lodged for registration with the Company's
Branch Share Registrar in Hong Kong, Tricor Tengis Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later
than 4:30 p.m. on 5 December 2017.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the six months ended 30 September 2017, neither the
Company nor any of its subsidiaries had purchased, sold or redeemed
any of the Company’s listed securities.

PUBLIC FLOAT

Based on the information that was publicly available and to the best
belief and knowledge of the Directors, the Company had maintained
the prescribed public float throughout the six months ended 30
September 2017 and up to the date of this report as required under
the Listing Rules.

HiEE @
B’ E
KRARBE-_ZE—+F=A=+—"BHILFE

ZHEeHRREBRAEE 220 (ZE—RF:

) HOAR®BS77RT ERZT—1EFN
AT N\BRRRIK
BEEgRrRIAN —tF+-ANBAR

ZANYN Tﬂxﬁ%ﬂﬂZHxiedﬁﬁ —F—tF
NA=1TBLERNEAZRESHHEREEEE

%1030%(_“—/‘_\iiﬁ)&%%ﬂﬁ%H&
BES 70 (ZF—RF &)  FAHPHRE

BIBREHR_F—

T EREROBFERFE
BERBEREEERERPTHARERNRE AR
A -_E—tF+=-_ANHEZ T t%
+—ANBL (EEMBBEERN)LEHE
BOBFPELFE - FTEEZNBEXREER
BEEREREERN_ZZ—+&F+_ARHHT
FE%_+EWLL$@EZ§%%ﬁﬂﬁ
DREEERBERAR WU ATEE
Eﬁ%ﬁ%sﬁ%é%w/bzz% °

NEF—A+-BHiRH#-

BE LERBEEXAQAFZ2LETES

REBEE_ZT—tFNA=1+HIE/NEA M
N AARSEAMNMBARMERE - HE
SEEANBER ETES-

RBERE

REAIELARERN ZERARBESAM
e RBEEZE-_T—tFNLA=1THLEREA
ARBEARHRER  ARF D4R LR
MELZRRFTRE -



Huabao International Holdings Limited %2 BIF* 12 A% AR 2 &) 2017-2018 Interim Report F Hi¥k &

Other Information (cont'd)

AUDIT COMMITTEE

The Board has formed an Audit Committee in accordance with the
Listing Rules to fulfill the functions of reviewing and monitoring the
financial reporting procedure and internal control of the Company.
The Audit Committee members currently comprises all of the INEDs
of the Company, namely Dr. DING Ningning, Mr. LEE Luk Shiu,
Ms. MA Yun Yan and Mr. WU Chi Keung. The Group's unaudited
condensed consolidated interim financial information for the six
months ended 30 September 2017 has been reviewed and approved
by the Company’s Audit Committee and the Board, and it has also
been reviewed by the Company’s auditor, PricewaterhouseCoopers, in
accordance with Hong Kong Standard on Review Engagements 2410
issued by the HKICPA

By Order of the Board
CHU Lam Yiu
Chairwoman and CEO

Hong Kong, 21 November 2017
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Review Report

-
pwc

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

TO THE BOARD OF DIRECTORS OF HUABAO INTERNATIONAL
HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages
30 to 70 which comprises the condensed consolidated statement
of financial position of Huabao International Holdings Limited (the
“Company”) and its subsidiaries as at 30 September 2017 and
the related condensed consolidated income statement, condensed
consolidated statement of comprehensive income, condensed
consolidated statement of changes in equity and condensed
consolidated cash flow statement for the six-month period then
ended, and a summary of significant accounting policies and other
explanatory notes. The Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in compliance with
the relevant provisions thereof and Hong Kong Accounting Standard
34 “Interim Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants. The directors of the Company are
responsible for the preparation and presentation of this interim
financial information in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”. Our responsibility is to
express a conclusion on this interim financial information based on
our review and to report our conclusion solely to you, as a body, in
accordance with our agreed terms of engagement and for no other
purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com

ALK B AT BT - B BOK T
K : +852 2289 8888 * fHH : +852 2810 9888 * www.pwchk.com
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Review Report (cont'd)

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants. A review of
interim financial information consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an
audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared,
in all material respects, in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 21 November 2017
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Condensed Consolidated Statement

of Financial Position

(All amounts in RMB thousands unless otherwise stated)

Assets

Non-current assets

Property, plant and equipment
Land use rights

Intangible assets

Investments in associates
Available-for-sale financial assets
Deferred income tax assets
Other non-current assets

Current assets

Inventories

Trade and other receivables
Available-for-sale financial assets
Short-term time deposits

Cash and cash equivalents

Total assets

Equity

Capital and reserves attributable to the
Company’s equity holders

Share capital

Reserves

Retained earnings

Non-controlling interests
Total equity

Liabilities

Non-current liabilities
Deferred income tax liabilities
Trade and other payables

Current liabilities
Borrowings

Trade and other payables
Current income tax liabilities

Total liabilities

Total equity and liabilities

BE

FRBEE
ERY IS
T A
BIVEE
REERRZRE
AHEESREE
BXEFSHEE
HiIFmey & E

A

B 5 N Al R IA
A ESREE
72 HATE HiTF 3K
RekReEED

mEE
R

RDBERIGTEAENL

BRA K {4
R
Gl
RE A

FEEI R
BRER
&f&
FRBEE

EXEFEHRAE
85 N E AN 5RIA

E
B 5 R B4 A 5OR
HBFERAE

mEfE
BEZREE

The notes on pages 35 to 70 are an integral part of this condensed

consolidated interim financial information.

AR & B IR &

(BFRBHEAEIN MESEAUARETITIIR)

Notg
M3

55358 2708 1Y M 5E /3 7 BA

BERE
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13

14
15

R e
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As at

30 September
2017
=2—tF
AB=+H
Unaudited
RGEZ

982,452
147,063
2,627,524
380,745
110,965
67,836
38,258

4,354,843
732,146
1,232,871
110,000
803,828
4,123,392
7,002,237

11,357,080

318,647
892,509
8,408,260

9,619,416
807,868

10,427,284

73,349
29,982

103,331
47,000
603,397
176,068
826,465
929,796
11,357,080

BB e

As at

31 March
2017
—E—tF
=A=+—8H
Audited
LEIZ

995,622
150,713
2,657,656
379,106
115,938
66,744

4,365,779

693,490
1,425,527
111,000
724,148
4,177,807
7,131,972

11,497,751

318,647
979,764
8,528,166

9,826,577
780,335

10,606,912

56,307
16,721

73,028
75,500
561,604
180,707
817,811
890,839
11,497,751
A HI



Condensed Consolidated Income Statement

(All amounts in RMB thousands unless otherwise stated)

Sales
Cost of goods sold

Gross profit

Other income and other gains — net
Selling and marketing expenses
Administrative expenses

Operating profit

Finance income
Finance costs

Finance income — net

Share of profit of associates

Profit before income tax
Income tax expense

Profit for the period
Attributable to:

Equity holders of the Company
Non-controlling interests

Earnings per share for

profit attributable to the Company’s

equity holders for the period
Basic (RMB cents)

Diluted (RMB cents)

The notes on pages 35 to 70 are an integral part of this condensed
consolidated interim financial information.
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Unaudited

REER

For the six months ended
30 September
BEAA=THLAER

Note 2017
s —B—tF

6 1,637,877
(570,586)

1,067,291

16 63,736
(103,511)
(422,257)

605,259

54,726
(10,895)

43,831

1,639

650,729

18 (146,750)
503,979

456,894

47,085

503,979

19(a) 14.70

19(b) 14.70

BRI AR o

2016
ZE-RF
(Restated)
(&%)

1,580,110
(551,184)

1,028,926

118,050
(130,922)
(453,041)

563,013

20,885
(2,214)

18,671

1,674

583,358

(118,802)
464,556
473,956

(9,400)

464,556

15.26

15.26

FEISEETOEMMER ARG RE S P R



32

Huabao International Holdings Limited 2 BIFR 1% AR 2 &) 2017-2018 Interim Report F Eik &

Condensed Consolidated Statement of

Comprehensive Income

(All amounts in RMB thousands unless otherwise stated)

Profit for the period

Other comprehensive income:
Items that may be reclassified to profit or loss
Fair value changes on available-for-sale
financial assets, net of tax
Currency translation difference on
foreign operations

Other comprehensive (loss)/income
for the period, net of tax

Total comprehensive income
for the period, net of tax

Total comprehensive income attributable to:
Equity holders of the Company
Non-controlling interests

FHRGREEEKER

(BFRBHEAEIN MESEAUARETITIIR)

Unaudited
RGEZX
For the six months ended
30 September
BEAA=THLAEA

2017 2016
—E—tF —E—RF
(Restated)
(rx&E351)
REIRE BRI 503,979 464,556
Htt 2wk
AEF IR BB
AP EEREE 2 BRBEN
NREEE - 807
INET 2 B E R
(89,559) 64,603
A ERBEEMEE
(E58) W (89,559) 65,410
AR BEEE RSB
414,420 529,966
i 2mUWSE4a%E:
AKRNBIERTFEA 369,863 537,056
FEE )1 2 44,557 (7,090)
414,420 529,966

The notes on pages 35 to 70 are an integral part of this condensed

consolidated interim financial information.
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Condensed Consolidated Statement of

Changes in Equity

(All amounts in RMB thousands unless otherwise stated)

Balance at 1 April 2016 (Restated)

Total comprehensive income
for the six months ended
30 September 2016 (Restated)

Transactions with owners in
their capacity as owners:
Dividends paid and payable to
non-controlling interests
Appropriation from net profit
Additional investment in a non-wholly
owned subsidiary
Issue of new shares by a subsidiary to
non-controlling interests
Share-based payment
- value of consultancy services

Total transactions with owners
Balance at 30 September 2016 (Restated)
Balance at 1 April 2017

Total comprehensive income
for the six months ended
30 September 2017

Transactions with owners in
their capacity as owners:
Dividends paid to non-controlling interests
Final dividends for the year ended
31 March 2017 paid to shareholders
Acquisition of equity interest in
Jiangxi Xianghai Biological Technology
Co. Ltd ("Jiangxi Xianghai”)
Additional investment in non-wholly
owned subsidiaries
Disposal of a subsidiary

Total transactions with owners

Balance at 30 September 2017

The notes on pages 35 to 70 are an integral part of this condensed
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(A BHEAEIN MESEAUARETITIIR)

Unaudited
REEY

8,488,518

537,056

(8,068)
225871

1,000
218,803
9,244,377

9,826,577

369,863

(576,800)

230
(454)

(577,024)

Attributable to equity holders of the Company
AR REREEAES

Share Retained
capital Reserves earnings
B& Rt REEHN
318,534 381,113 7,788,871
- 63,100 473,956

- 60,764 (60,764)

- (8,068) -

- 225,871 -

- 1,000 -

= 279,567 (60,764)
318,534 723,780 8,202,063
318,647 979,764 8,528,166
- (87,031) 456,894
- - (576,800)

- 230 -

- (454) -

- (224) (576,800)
318,647 892,509 8,408,260

9,619,416

Non-
Controlling
interests
FEH
B

285,953

(7,090)

(2,989)

8,008

621,053

626,132
904,995

780,335
44,557

(16,543)

499
(980)

(17,024)

807,868

Total
equity

BER

8,774,471

529,966

(2,989)

846,924

1,000
844,935
10,149,372

10,606,912

414,420

(16,543)

(576,800)

499

(750)
(454)

(594,048)

10,427,284

FEISEETOAENMERAGALE B HAMHK
BRI B -
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Condensed Consolidated
Cash Flow Statement

FRGERERER

(BFRBHEAEIN MESEAUARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

Unaudited
RBER
For the six months ended
30 September
BENA=1THIAER
2017 2016
—E-tE —ERF
(Restated)
(&)
Cash flows from operating activities ReTH 2 RERE
Cash generated from operations HEEE RS 856,939 376,679
Income tax paid B FEH (135,290) (98,492)
Net cash generated from operating activities HETHEEZRETHE 721,649 278,187
Cash flows from investing activities REFZBNHASRE
Acquisition of a subsidiary W B A A (17,646) =
Acquisitions of associates U BE B = N A - (127,328)
Purchases of available-for-sale financial assets BAEHESREE (108,000) (138,033)
Proceeds from disposals of available-for-sale HEAHREESR
financial assets BEMGK 110,920 239,000
Purchases of property, plant and equipment, BANE HBERSE
land use right and intangible assets THERERENEE (32,714) (26,120
Proceeds from disposal of property, plant and equipment and & #3 « # 22 ko R 5 K
intangible assets BN EAEMGHR 290 163
Release in restricted bank deposits REE R GI3E € - 100,845
Short-term time deposits (placed)/released (BN /RBRESTHER (79,680) 128,168
Dividend received BB 7,756 8,905
Interest received BUF B 48,851 12,934
Net cash (used in)/generated from REE® (FiA)/EE2
investing activities BE3HE (70,223) 198,534
Cash flows from financing activities METHNRERE
Dividends paid to shareholders R R L AR E (576,800) =
Dividends paid to non-controlling interests BEZA L TS g ds! (18,793) (9,602)
Proceeds from the issue of new shares to non-controlling RIEHI I RERRA A
interests BITHR ZFIBR - 846,924
Acquisition of additional interests in Tr) 3 128 i 14 A 2 WL B
a subsidiary from non-controlling interests B AR EIMER (750) =
New short-term bank borrowings L ERITIE R 47,000 81,500
Repayment of short-term bank borrowings EBEEHETER (75,500) (21,000
Interest paid BAF8 (10,895) (2,202)
Net cash (used in)/generated from BMETHE (FTR) Eiz
financing activities HE T (635,738) 895,620
Net increase in cash and cash equivalents BeRBESEMENZE 15,688 1,372,341
Cash and cash equivalents at 1 April RUA—BZREKREEEY 4,177,807 2,653,110
Effects of currency translation on cash and cash equivalents E#HBEHES MR SEYNT L (70,103) 61,308
Cash and cash equivalents at 30 September RAB=THZRSRREEEY 4,123,392 4,086,759

FE3SHE70EMME R ARG A P R
BRI EEED -

The notes on pages 35 to 70 are an integral part of this condensed
consolidated interim financial information.
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Notes to the Condensed Consolidated
Interim Financial Information

AR S P B E R

(A BHEAEIN MESEAUARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

GENERAL INFORMATION

Huabao International Holdings Limited (the “Company”) was
incorporated in Bermuda as an exempted company with limited
liability. The address of its registered office is Clarendon House,
2 Church Street, Hamilton HM 11, Bermuda.

The Company has its primary listing on The Stock Exchange of
Hong Kong Limited.

The Company is an investment holding company. The Company
and its subsidiaries (the “Group”) are mainly engaged in the
research and development, production, distribution and sale
of flavours and fragrances, tobacco raw materials, aroma raw
materials and innovative tobacco products in the People’s
Republic of China (the “PRC"). Ms. Chu Lam Yiu, who is the
Chairwoman of the Board of Directors, holds approximately
74% beneficial equity interest in the Company as at 30
September 2017.

This condensed consolidated interim financial information is
presented in thousands of units of RMB (“RMB’000") unless
otherwise stated and it has been approved for issue by the
Board of Directors on 21 November 2017.

This condensed consolidated interim financial information has
been reviewed and has not been audited.
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

2. BASIS OF PREPARATION

This condensed consolidated interim financial information for
the six months ended 30 September 2017 has been prepared in
accordance with Hong Kong Accounting Standard (“HKAS") 34,
“Interim financial reporting” issued by the Hong Kong Institute
of Certified Public Accountants. This condensed consolidated
interim financial information should be read in conjunction
with the consolidated financial statements of the Group for
the year ended 31 March 2017, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRS").

(@) Change of presentation currency

Having considered that most of the Group’s revenue
and business activities are conducted in mainland China
and the functional currency of those subsidiaries in the
mainland China is RMB, the Group has decided to adopt
and use RMB as the presentation currency in presenting
the financial performance and the financial position
of the Group effective from 1 October 2016, so as to
better reflect the underlying performance of the Group
and for better alignment with the underlying business
operations of the Group. As a result, the Group changed
its presentation currency from HKD to RMB for the
preparation of its financial statements.

The change in presentation currency has been applied
retrospectively. The comparative figures in this condensed
consolidated interim financial information were then
translated from HKD to RMB using the applicable
closing rates for assets and liabilities in the condensed
consolidated statement of financial position and
applicable average rates that approximated to actual
rates for items in the condensed consolidated income
statement. Share capital, share premium and reserves
were translated at the exchange rate at the date when
the respective amounts were determined (i.e. historical
exchange rates).
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

3. ACCOUNTING POLICES 3. ®&&t

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for
the year ended 31 March 2017, as described in those financial
statements.

&N

(@)  Taxes on income in the interim periods are accrued using (a)
the tax rate that would be applicable to expected total

annual earnings.

(b) There are no other standards or interpretations that are (b)
effective for the first time for this interim period that have
a material impact on the Group.

(¢ The following new standards and amendments to (c)

standards have been issued but are not yet effective and
have not been early adopted by the Group:

HKFRS 9 “Financial instruments”

BEMHEHREEANFESR [T A

HKFRS 15 “Revenue from contracts with customers”

EAVBREEE1SH [REERKAL

HKFRS 4 (Amendments) “Insurance contracts “Applying HKFRS 9
financial instruments with HKFRS 4 insurance contracts”

FEMBHMEERFAR (B2 [HHEBVBRELENBESRRRER

ERAESMBREENFESRem LA
HKFRS 1 (Amendments) “First time adoption of HKFRS”
BEMBEREERE19 (B2 [BRRMNBBTBREER ]
HKAS 28 (Amendments) “Investments in associates and joint ventures”
BB GFTERIE28% () [EHENEEhENIRE]
HK (IFRIC) 22 ""Foreign currency transactions and advance consideration”
B8 (EBRTBREMEBEAS)F25H INEX SN /AR E ]
HKFRS 16 “Leases”
BEMFmEERZE 1658 [HE ]
HKFRS 10 and HKAS 28 (Amendments) “Sales or Contribution of
Assets between an Investor and its Associate or Joint Venture”
BEMFEREENE 109 R B AR FE285% (&)
[REEEEBERSECENEELEHIRA

The management is in the process of making an
assessment of the impact of the above new standards and
amendments to standards, and the result is consistent
with assessment the management made and disclosed
in the annual financial statements for the year ended 31
March 2017.
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

ESTIMATES

The preparation of interim financial information requires
management to make judgements, estimates and assumptions
that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expense.
Actual results may differ from these estimates.

In preparing this condensed consolidated interim financial
information, the significant judgements made by management
in applying the Group's accounting policies and the key sources
of estimation uncertainty were the same as those that applied
to the consolidated financial statements for the year ended 31
March 2017.

FINANCIAL RISK MANAGEMENT
5.1 Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including currency risk, cash flow
interest rate risk and price risk), credit risk and liquidity
risk.

The condensed consolidated interim financial information
does not include all financial risk management
information and disclosures required in the annual
financial statements, and should be read in conjunction
with the Group's annual financial statements for the year
ended 31 March 2017.

There have been no changes in the risk management
policies since 31 March 2017.

5.2 Liquidity risk
As at 30 September 2017, the Group’s net debt is
zero (31 March 2017: zero), which is calculated as
total borrowings (including current and non-current
borrowings) less cash and cash equivalents.
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

5.

FINANCIAL RISK MANAGEMENT (continued)
5.3 Fair value estimation

The following categorises financial instruments carried
at fair value based on the level of inputs to valuation
techniques within a fair value hierarchy. The different
levels have been defined as follows:

. Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

o Inputs other than quoted prices included within
level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is,
derived from prices) (level 2).

o Inputs for the asset or liability that are not based
on observable market data (that is, unobservable
inputs) (level 3).

The financial assets of level 3 within the fair value
hierarchy as at 30 September 2017 and 31 March 2017
were the available-for-sale financial assets. There were no
transfers into or out of level 3.

There are no other financial instruments that were
measured at fair value as at 30 September 2017 and 31
March 2017.

Market approach is adopted in valuation of available-for-
sale financial assets. There were no changes in valuation
techniques during the year.
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Notes to the Condensed Consolidated B4R S P E B R E B EE ()
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BEEEREN TESEHUARETTIIR)
5. FINANCIAL RISK MANAGEMENT (continued) 5. MERKRERE (&)
5.4 Fair value measurements using significant 54 ERAEBEAFASERANRIAEE
unobservable inputs (Level 3) FE(E=E)

Available-for-sale
financial assets

A E
CREE
At 1 April 2017 RZE—tFMHA—H 226,938
Additions 1L 108,000
Disposals A (109,000)
Currency translation differences BE¥mEEE (4,973)
At 30 September 2017 RZE—tFNLA=1+H 220,965
There were no changes in valuation techniques during the A AERTDIEES -
period.
5.5 Group's valuation processes 55 XEENHEBRRE
The Group’s finance department includes a team that AEEBMBHRE—ENE BB
performs the valuations of financial assets required for R BREEENTHEREED
financial reporting purposes, including Level 3 fair values. At BEERAE=EAAEBE It
This team reports directly to the chief financial officer NEBEERNAGBERER KR
(CFO). Discussions of valuation processes and results are ENF G/ NENIEARER ZRER
held between the CFO and the valuation team at least MG FRIT—RImEERE
once every half a year, in line with the Group's reporting BHAZAR o
dates.
5.6 Fair value of financial assets and liabilities 56 REHENATTENERMEERAE
measured at amortised cost ZAREE
The fair value of financial assets and financial liabilities REEKAGTENESREEMAR
measured at amortised cost approximate their carrying MARBENDEELRAEMRS -

amounts.
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Notes to the Condensed Consolidated SRS E R B ERMEE @

Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

6. TURNOVER AND SEGMENT INFORMATION 6.

The Group has organised its operations into four main operating
segments:

Flavours and fragrances;
Tobacco raw materials;
Aroma raw materials; and
Innovative tobacco products.

= ey Sy e
N N
& oS

The chief operating decision-makers have been identified as the
executive directors (the “Executive Directors”). The Executive
Directors review the Group's internal reporting in order to
assess performance and allocate resources. Management has
determined the operating segments based on these reports.

The Executive Directors consider the business from the
operation’s perspective and assess the performance of flavours
and fragrances, tobacco raw materials, aroma raw materials and
innovative tobacco products segments.

(1)  Flavours and fragrances segment includes research
and development, production and sale of flavours and
fragrances products.

(2) Tobacco raw materials segment includes research and
development, production and sale of paper-making
reconstituted tobacco leaves and new materials products
that are innovative, functional and applicable to tobacco
industry.

(3) Aroma raw materials segment includes research and
development, manufacture and sale of aroma raw
materials products that are extracted from natural
materials or generated from chemical process.

(4) Innovative tobacco products segment includes research
and development, production and sale of e-cigarettes.

The Executive Directors assess the performance of the operating
segments based on a measure of operating profit.

(R BHEAEIN MEZEANARETITIR)

EXRBERoHEH
AEENKED RMNETEZED

DH

=[ -

(1 B

2) BERRH:
3 BRH: R
(4) FEEESmM-

FERERKERBAIITES ([WIT
BF]) WTESEHAEENAE &
ilx/(uﬂﬁi‘%ﬁ& YL E IR B E R R
WEUREZEDE -

WTESHLEE EAEEREB L
HER ERRKM BRARFEEER
D EERRIE

(1) BEREFERME LELRHEER
BEmM -

2 ERRHAEBEEME LENRH
CEEREEEFRERRAF A
DM FEARNERT RN E
?EDD

3) BTEBEXBEME £ENMEES
ERHMER BRHDBBLLER
EARS KRB [FEME] -

(4) HEEEHREBEEAME LE
NHEBFHLIE-

WITEESRBELERNNTETEHEE
D EPRY R IR o
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Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (REBEEBEEIN MESEHUARE T TIIR)
6. TURNOVER AND SEGMENT INFORMATION 6. EXHBERIWBER (F)
(continued)
The segment information for the six months ended 30  E-E—+tFNA=ZFTHLEANERH
September 2017 is presented below: DEERZHNMAT
Unaudited
REER

For the six months ended 30 September 2017
BE-E-tFNA=THLENEA

Flavours Tobacco Aroma Innovative
and raw raw tobacco
fragrances  materials  materials  products Others Total
i)
iR ERRE ERE BEHE Hity @t
Total turnover BEED 993,870 279,558 252,499 124,292 - 1,650,219
Inter-segment sales DEREHE (7,938) (1,698) (2,706) - = (12,342)
Segment turnover - net NHEEE SR 985,932 277,860 249,793 124,292 - 1,637,877
Segment result N EE 522,004 109,575 49,328 (26,045)  (49,603) 605,259
Finance income LIRS ON 54,726
Finance costs BERA (10,895)
Finance income — net BB —FE 43,831
Share of profit of associates  FE{H B & 2 5] 2 B F 1,639
Profit before income tax BRE R F 650,729
Income tax expense {5 (146,750)
Profit for the period KER AR 503,979
Depreciation e 16,975 39,435 6,012 2,093 70 64,585
Amortisation B 6,743 3,831 7,090 15,653 1,715 35,032
Unaudited
REER
As at 30 September 2017
R-Z-tEhA=1H
Flavours Tobacco Aroma Innovative
and raw raw tobacco
fragrances  materials  materials  products Others Total
bgid)

R ERRS ERE EEREm Hith At

o
okt
pu
[r'

Segment assets 5,683,697 1,979,576 636,063 276,252 2,781,492 11,357,080



Huabao International Holdings Limited =2 BB 2% AR A 7] 2017-2018 Interim Report FE#RE 43

Notes to the Condensed Consolidated GG ES P ERKE @
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BEEEREN TESEHUARETTIIR)
6. TURNOVER AND SEGMENT INFORMATION 6. EXHERIWBER (F)
(continued)
The segment information for the six months ended 30 HE-ZT-—R"ENA=THLAEAHN
September 2016 is presented below: DHEERZHT
Unaudited
RICERZ

For the six months ended 30 September 2016 (Restated)
BE-_Z—"ENA=THILAEAR (KEF))

Flavours Tobacco Aroma  Innovative
and raw raw tobacco
fragrances materials materials products Others Total
e
AR EBARM BRE  RERRG Hity @ar
Total turnover BEXE 937,391 341,325 199,066 136,907 1,245 1,615,934
Inter-segment sales AHREHEE (27,532) (6,022) (2,246) (24) = (35,824)
Segment turnover - net NEEEEFE 909,859 335,303 196,820 136,883 1,245 1,580,110
Segment result N EE 517,902 111,330 31,317 (57,500) (40,036) 563,013
Finance income FERA 20,385
Finance costs BERA (2,214)
Finance income — net BB —FE 18,671
Share of profit of associates ~ [E{EEE &N A 2 B FI 1,674
Profit before income tax bR A 2 A 583,358
Income tax expense {5 (118,802)
Profit for the period AR A 464,556
Depreciation e 19,393 39,643 5,909 2,143 136 67,224
Amortisation a3l 11,141 3,726 8,090 16,066 1,283 40,306
The segment assets as at 31 March 2017 are presented below: R-ZE—tF=A=+—HBHDBPEE
5|
Audited
MER

As at 31 March 2017
RZT—t&=A=+—H

Flavours Tobacco Aroma  Innovative
and raw raw tobacco
fragrances materials materials products Others Total
¥R
iR ERRM ERM  EEEG Hith Bar

Segment assets DEWEE 5,580,878 1,956,731 589,854 310,422 3,059,866 11,497,751
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

TURNOVER AND SEGMENT INFORMATION
(continued)

Segment result represents the profit earned by each segment
without inclusion of unallocated expenses, finance costs, finance
income and share of results of associates. This is the measure
reported to chief operating decision makers for the purposes of
resource allocation and assessment of segment performance.

Non-current assets other than financial instruments and
deferred tax assets of the Group as at 30 September 2017 and
31 March 2017 are mainly located in the PRC.

Revenues from external customers are derived from the sales of
flavours and fragrances, tobacco raw materials and aroma raw
materials to customers mainly located in the PRC, and the sales
of innovative tobacco products to customers mainly located in
the U.S..

Revenue derived from sales made to one single largest external
customer for the six months ended 30 September 2017
amounted to 11% (30 September 2016: 13%) of the Group's
total revenue. These revenues are attributable to flavours and
fragrances segment.

AR E PR B ERME @

(RREHEAEIN AESEIUAARETTIIR)

6.

EXRBERIPBESR (R)

DEFERARE DB Z BN EPAR
BEREARDEXH BERAE BBHEA
MEEBERRZEE D MEEETR
ERAEERMIAEEZS DB 2REMMA
TEEERREZINTTA

BREm T AMERRSHEENIN R
Z—tFNA=Z+BER=-ZF—tF=A
ST HAKRENFERBEERETE
fIRER -

RENPEF AL ETRE HES
W OERRMEERNTENES MR
BEFUEEHNQTERES -

REBEZE_ZE—tFNLA=Z+HIAEA
HE - KRR SR AINBE —F R AL
EFBARANI% (ZE—XRFALA=T
H:13%) - B WARHBEBOHBESE
o
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

(R BHEAEIN MEZEANARETITIR)

7. PROPERTY, PLANT AND EQUIPMENT, LAND USE 7. V¥ BBERRE THERAER
RIGHTS AND INTANGIBLE ASSETS BREE
Unaudited
RBEG
Property,
plant and
equipment Total
(excluding property, Other Total
construction  Construction ~ plantand ~ Land use intangible  intangible
Note inprogress) inprogress  equipment rights  Goodwill assets assets
ER: =
ki (g nE HER 2t &Y
Wi ERIE) FEIR REAT  IHERE ik BpEE EEA5
For the six months ended BE-E-RE
30 September 2016 AA=tHRLEAER
At 1 April 2016 RZ_E-REMA-A
(Restated) (mE7) 1,053,636 36,104 | 1,089,740 154724 | 2,286,001 31757 | 2717758
Additions AE 13311 7,156 20,467 420 - 1,301 1,301
Transfers & 21,054 (21,443) (389) = = 389 389
Disposals mE (2,137) - (2,137) - - (54) (54)
Provisions for impairment HERE = (956) (956) = = = =
Depreciation and amortisation nERES 17 (67,224) = (67,224) (2.587) = (371,19 (37,719
Currency translation differences EEREER 7916 (3,735) 4,181 578 6,116 9207 15323
At 30 September 2016 RZB-REAR=TA
(Restated) (EmaE5)) 1,026,556 17,126 1,043,682 153,135 2292117 404,881 2,696,998
For the six months ended HE-E-1%
30 September 2017 MA=THENER
At 1 April 2017 R-Z-+FMA-A 978,231 17,391 995,622 150,713 2,276,413 381,243 2,657,656
Additions HE 16,607 35,074 51,681 - - 815 815
Acquisition of equity interest in WETRES
Jiangxi Xianghai R 158 4,566 4,724 - 15,729 - 15,729
Transfers B 4,359 (4.359) - - - - -
Disposals mE (1,553) - (1,553) - - - -
Depreciation and amortisation TEREH 17 (64,585) - (64,585) (2,900) - (32,132) (32,132)
Currency translation differences EHphEES (3432) (5 (3.437) (750) (2,845) (11,699) (14,544)
At 30 September 2017 R=Z-tENA=TA 929,785 52,667 982,452 147,063 = 2,289,297 38221 262152

45
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

8. INVESTMENTS IN ASSOCIATES 8.

The Group has interests in five individually immaterial associates
as at 30 September 2017. The following table analyses, in
aggregate, the movements of the carrying amount of the
Group’s investments in these associates, and its share of results
of these associates.

An analysis of the movements of equity investments in
associates is as follows:

At 1 April RO A—H
Share of profit of associates JE(REEE RN A AR

At 30 September RAA=+H

J

AR E PR B ERME @

(R BHEAEIN EZEANARETITIR)

RBEQXT ZRE

RZZE—tFNA=+H AEERAHE
WIERERNBEAREAER - TR
BEASERNZEBERRNERERER
ZEBENRERERANAREES

B DT o

REE AR ERIRESH NI T
Unaudited

RIBER

For the six

months ended

30 September 2017
BE-ZT—tHF
hB=+H
1IEX1E B

379,106
1,639

380,745
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Notes to the Condensed Consolidated GG S P B ERKE @
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BREEREN TESEHUARETTIIR)
8. INVESTMENTS IN ASSOCIATES (continued) 8. REERATzZKRE (&)

As at 30 September 2017, the Group had interests in the S

Z—tFNA=TH AEERAT
A

=5
following associates: S N RIER R

% of
Country of ownership

Name incorporation interests Principal activities
Frisrgs

=r = 8 B 37 B =X Aot FEEK

Guizhou Huangguoshu Golden PRC 40% Produce and sell reconstituted
Leaf Technology Co., Ltd. H tobacco leaves
("Huangguoshu Golden Leaf") HEMHEREEE

EMERBERBRERAF
(EREEE])

Yunnan Hongta Blue Eagle Paper PRC 251% Manufacture and sales of cigarette
Co., Ltd. H paper and auxiliary products

ERAREBAEBRAF HEMHEBZEREREDAm

Beijing Yunji Wuyu Technology PRC 20% Provide software development
Co., LTD H service and sale of self-developed
E@:%%%ﬂ&ﬂxf BRAF software and electronic products

RERHRERERHEBTRE
2B REFEM

Hunan Golden Leaf Reconstituted Tobacco  PRC 10% Produce and sell reconstituted
Leaves Co., Ltd i tobacco leaves
(“Hunan Golden Leaf") (i) EEMBEERERE

HEeREEEERAREEAR
(DHAmeEl) )

Yunnan Ruisheng Tobacco PRC 6.72% Research, develop, produce and
Technology Group Co., Ltd. H sell flavours and additives
(“Yunnan Ruisheng”) (i) e - AEMEE EBEHE R NE

TR EERM (SE) BR AR
(IEfmmrl) )

(i)  The Group has significant influence over Hunan Golden () AEBERBAENEcENEMEA

Leaf and Yunnan Ruisheng by appointing directors in the MEEEeHRZAES HEMBA

board of directors of these two companies. ABEANTES -
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9

AR E PR B ERME @

(R BHEAEIN EZEANARETITIR)

DEFERRED INCOME TAX ASSETS/LIABILITIES 9. EELEFEBHREE AF
The movements in the deferred income tax are as follows: BEEFMSHESH T :
Unaudited
AEEH
Deferred incgEme tax assets Deferred income tax liabilities
&
W|thho|d|ng
income tax
on dividends
Valuation ~ expected to
Unrealised surplus of ~ be remitted
profits assetsand ~ from group
arising from recognition entities
intra-group  Recoverable of intangible - incorporated
Note sales tax loss Others Total assets  in the PRC Total
_ SERf
£ER ReEERRN
LAHHE INGEL]
FELH BENE ELNRR
_5ER )  BHRER  KEE) )
Wi REREA URRER Efh ai  EENER RRMEH @t
At 1 April 2016 (Restated) RZF—\EMA-A
(&5 58813 5,825 1,845 66,483 71,100 - 71,100
Recognised in other comprehensive REH2ENRRER
income LA 5 = = = 780 = 780
Recognised in the income statement \Tﬁﬁi E 18 (2473 - 9 (1,551) (3983) - (3983)
Currency transiation differences FRmEEY (851) = = (851) (274) 5 (270)
At 30 September 2016 (Restated) RZB—ENA=TH
(&5 55,489 5,825 2767 64,081 67623 - 67623
At 1 April 2017 o t&lﬂ A 54,154 118 5,448 66,744 38,260 18,047 56,307
Recognised in the income statement RERXIER 18 32 860 1,092 (3,049) 21,206 18,157
Currency translation differences ERAEES - - - = (1,115) = (1.115)
At 30 September 2017 RZE-tENAZ1A 54,386 JATY] 6,308 67,336 34,096 39,253 73,349

Deferred income tax assets are recognised for temporary
differences mainly arising from unrealised profits from intra-
group sales, and calculated under the liability method using
the tax rate which are enacted or substantively enacted by the
balance sheet date.

Deferred income tax liabilities arose from the valuation
surplus of property, plant and equipment, land use rights,
intangible assets, available-for-sale financial assets; recognition
of intangible assets as a result of acquisition of subsidiaries;
withholding income tax on dividends expected to be remitted
abroad by group entities incorporated in the PRC.

SEARAHEEMELENRER AN
RB/BEMBREE ESBUREZX

Tk#%ﬁEEExKIEfEExKMTR+u+
BERMEREETE -

LLPﬁ BBETIHERAR AW E N B

REIFFER 2 WE  HaE Rl L
R -BREEMAHEESREENT
hBER BEEENER UAAEES
ERHEHFTABENEREENDR
BEESMEL  REBARPBEEMAL
AR TRHIE LRI B MELE 2R
RATFH
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(R BHEAEIN MEZEANARETITIR)

(All amounts in RMB thousands unless otherwise stated)

DEFERRED INCOME TAX ASSETS/LIABILITIES
(continued)

Pursuant to the Corporate Income Tax Laws of the PRC
approved by the National People’s Congress on 16 March 2007,
a 10% withholding tax is levied on dividends remitted from the
PRC entities to overseas investors with effect from 1 January
2008. A lower withholding tax rate of 5% is applied to Hong
Kong investors as there is a tax treaty between the PRC and
Hong Kong. However, the 5% treaty rate is not automatically
granted. The taxpayer needs to apply to the relevant tax bureau
for an approval for the treaty rate. The Directors estimated that
a portion of profits generated by the PRC subsidiaries would be
distributed to their Hong Kong immediate parent companies
and the approval for the treaty rate will be obtained. Therefore,
deferred income tax liabilities had been provided based on
5% or 10% of the estimated profits to be remitted to Hong
Kong. The Directors of the Company will review the funding
requirements of the Group and revise the dividend distribution
policy of its subsidiaries as appropriate.

As at 30 September 2017, deferred income tax liabilities of
RMB285,971,000 (31 March 2017: RMB327,717,000) have
not been recognised for the withholding tax that would
otherwise be payable on the undistributed profits of certain PRC
subsidiaries.

9.

ELEFIEHEE &FE (&)

BEZBEARREAGER_ZEZLF=
B+ NBRBHNPRCEMESRE B
TTENF—A— B PECERGIMNG
BEDRKE  BIE10% 2 B RS
R-ERPBERESEFRREHE &
PRGCERFTEREENDRRE AJZEH
BEEMNT RS %I - B%5% 0 E i E
WHEEBES WHATERAEBEEEM
BRERNEZERBEHBE ARAES
A EBRELRBRAENBR R Z&F
KERBETEREENEERT ARG -
b BEAMEHABRNIRERELEEZ
BFIA5%K10% MR EH - KR A E
EETHRRTAEE2ES T R EE
FAENBRAZREBUR -

R-TE—+FNA=+H AEEIL R
ETHRARENBRARIZARDIRAF T
EEEMNBRASHRERELEHNSHA
BEAR®285,971,000c (= —+F=
A=+—H: AR¥327,717,0007T) °
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(All amounts in RMB thousands unless otherwise stated)

10. TRADE AND OTHER RECEIVABLES

AR E PR B ERME @

(R BHEAEIN EZEANARETITIR)

10. E5 Rk HMEWRE

As at As at

30 September 31 March

2017 2017

R=TB—tF WNZZT—+F

AA=+H =A=+—H

Note Unaudited Audited

BT 5 RCEZ KAz

Trade receivables B 5 MW IR €) 920,463 1,049,955
Less: Provision for impairment on BB 5 RBGRIRRE R

trade receivables (11,835) (14,558)

Trade receivables — net BB EBGRIE—F5 908,628 1,035,397

Notes receivable FE U % 145,949 180,758

Prepayments and other receivables TEAT 7B & H b R W kOB 165,721 190,266

Advances to staff BT #X 5,405 5,740

Others HAth 11,486 13,366
Less: Provision for impairment on L LA R U R IB BB B

other receivables (4,318) =

1,232,871 1,425,527

Except for prepayments of RMB33,246,000 (31 March 2017:
RMB28,229,000), trade and other receivables balances are
financial assets categorised under “loans and receivables”. All
trade and other receivables are either repayable within one year
or on demand. Accordingly, the fair values of the trade and
other receivables approximate their carrying amounts.

B 78 15 BR Sk A R #633,246,000T ( — &
—+F=A=+—H: AR#¥28,229,000
TN BEREMERZIESRMEER
DHEABIERMERZKE| - FTEEH N
HERFKIB IR —FAKRBANEE
B-WESRHEMEBWFKIBEREEEAR
(EREEE



Huabao International Holdings Limited 2 BIF* 12 A% AR 2 7] 2017-2018 Interim Report F Hi¥k &
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

10. TRADE AND OTHER RECEIVABLES (continued)

(@)  The credit period granted to customers generally ranges
from 0 to 180 days. At 30 September 2017 and 31
March 2017, the ageing analysis of the trade receivables
(including amounts due from related parties which are
trade in nature) based on the invoice date was as follows:

0 - 90 days 0Z90H

91 — 180 days 912180H
181 — 360 days 181£2360H
Over 360 days 360H A E

As at 30 September 2017, unbilled trade receivables of
RMB305,876,000 (31 March 2017: RMB449,225,000)
was categorised in the aging of 0-90 days.

RS PR B ERME @

(R BHEAEIN MEZEANARETITIR)

10. ESRHMEWRINIE (&)
(@) BRTEFPWEEH —HKABOE180
H- R —_ZE—+FhLA=Z1tHA=
TE—+F=ZF=+—H BHEK
HIE(BEEEALTHE S ERK
) RIBEZRZAMMERE ST

As at As at

30 September 31 March
2017 2017
R=B—tF RZT—tF
UNEISENEN = A =1—H
Unaudited Audited
RICEX KEZ
810,817 934,268
68,341 77,758
17,431 15,899
23,874 22,030
920,463 1,049,955

R—_E—+tENANA=Z+H'F
RMEBEZE2BESRKRRBAREK
305,876,000t (ZE—tEF = A
=+—H: AR#¥449,225,0007C)
EBFEE0-90H BREE A
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

11. SHARE CAPITAL

Ordinary shares, issued and fully paid:

At 1 April 2016 and
30 September 2016 (Restated)

Issue of shares upon exercise
of share awards

At 1 April 2017 and
30 September 2017

(RREHEAEIN AESEIAARETTIIR)

11. B&

Unaudited

RBEX
Number
of shares RMB’'000
igrig - 4=| ARBT

BEB 2T hER

RZZE—RFNAE—BX&
—E-RFNA=+AH
(reE7) 3,106,657,961 318,534
TTE D BB T BT R 3T IR
1,304,915 113

R-ZE—+tFWMA—BR
—E—+FNA=+H 3,107,962,876 318,647
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

12. SHARE-BASED PAYMENT

Movements in the number of shares under share-based
payment outstanding during the period are set out below:

Share option RERR 2

At 1 April REA—H
Lapsed B R

At 30 September RAA=+8
Share award % 1 £ Bh

At 1 April and 30 September

Total

(a)

#Et

Share option scheme

On 10 October 2006 and 25 October 2006, the Group
granted 97,200,000 and 30,400,000 share options
with an exercise price of HKD3.09 per share and vesting
periods of 0 to 3 years to employees and directors
respectively. On 17 October 2007, the Group granted
13,900,000 and 3,600,000 share options with an exercise
price of HKD6.65 per share and vesting periods of 0.5
to 3 years to employees and a director respectively. The
options have a contractual option term of 10 years. The
Group has no legal or contractual obligation to repurchase
or settle the options in cash. The fair value of the share
options at the grant date was determined using the Black-
Scholes valuation model.

REAA—BRAA=1H

AR S P E B K E R EE ()

(R BHEAEIN MEZEAUARETITIIR)

12. ROBEBRHN
REIR - PABR D BER BN TARITER
BB E 2 EBFIRmT

(b)

(a)

Unaudited
RGEZX
For the six months ended
30 September
BEAA=1THLAEA

2017 2016
—E—+tF —E—RF
Number of Number of

share options share options
(‘000) ('000)

R EE f&in B
(BREEATFE) (BREBSATED
2,600 15,250

- (1,800)

2,600 13,450

- 4,350

2,600 17,800

B fE

RZZTEERNF+A+ARZ-ZZEZ
NET+A-TEHB - AEES
#% 197,200,000 %30,400,0004%
BERE 1TEE AT RB!3.09T
MEBHAOEIF FRAEEEB K
BE- MR -_ZETLtE+A++E
B Z&R&%E B 5 R# 113,900,000 &
3,600,000f8 B iR #E - ITFEEAER
BEe ST NFBH AL FREIF
THERER —RES-ARMAT
ERENHR AT F ANEBEZE
EEEXERLEEBRURSITE
BE-BRENQAABERIKLA
B Black-Scholess {5 /& B #ERR ©
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12. SHARE-BASED PAYMENT (continued)

(@) Share option scheme (continued)

AL E PR BERME @

(RREHEAEIN AESEIAARETTIIR)

12. RUBEBRBO N (F)
B (]

(@)

()  The weighted average exercise prices per share
are HKD6.65 and HKD5.02 as at 1 April 2017 and

2016.

(i)~ Share options lapsed was due to resignation of an
employee. The weighted average exercise price
per share is HKD6.65 for the share options lapsed

during the period ended 30 September 2016.

(i)  The weighted average exercise prices per share are
HKD6.65 and HKD4.80 as at 30 September 2017

and 2016 respectively.

Share options outstanding as at 30 September 2017 are

analysed as follows:

Grantee AR A

mo

Employees &

\
A

At 30 September 2017

R-E—tHEAA=T+H

Exercise
price in HKD
per share
TEEERT
(ZR&t)

6.65

All share options outstanding as at 30 September 2017

and 2016 are currently exercisable.

(i)

(i)

(iii)

W=

RZE—FR_F—RFNQ
A—HB NMEFHITEESDF
AT B6.655T & EES5.02
7TE0

BREAAEANESHE -
HE—_ZT—XR"FNLA=+AHL
HAR - R E) BB AR 2 A
HITIEE A ¥6.657T

RZE—+tFR_FE—RHF
NA=Z+8 MEFHTEE
DRI A7 6,657 K& s #4.80
ﬁo

E—+FALA=ZTHRITERE

gz ot

Number of

share options

W=

('000)  Expiry date

BRERAR
(BRBRF &)

KA H

2,600 16 October 2017
“E—+F+A+H

2,600

Tt ER=B—AFNA

=+ B AR T AR R
A T ATHE -
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

12. SHARE-BASED PAYMENT (continued)
(b) Share award

(c)

On 30 December 2015, the Company granted not
more than 4,349,717 awarded shares to a consultant
(“Consultant”) for payment of service fee to the
Consultant on full completion of services (“Services”) by
the Consultant, or such lesser amount representing the
part of Services completed by the Consultant pursuant to
a service contract (“Service Contract”). It is considered as
an equity-settled share-based payment and accounted for
as restricted share award. As such, the services received
are measured and accounted for at their fair values, which
amounted to RMB10,000,000 and expensed over the
vesting period on a straight-line basis. The corresponding
equity for the settlement of payment is also increased by
the fair value of the services received.

As at 30 September 2016 which being the expiry date of
the Service Contract, the fair value of the part of Services
completed under the Service Contract by the Consultant
was RMB3,000,000. Based on the service completed,
the Consultant would be entitled to 1,304,915 awarded
shares and the remaining 3,044,802 awarded shares to
which the Consultant was not entitled had been cancelled
before 30 November 2016.

As at 31 March 2017, all the exercisable share award had
been exercised by the Consultant.

Share option scheme of VMR Products, LLC
(“VMR")

VMR, a non-wholly owned subsidiary of the Group,
operates a share option scheme which over 80,000 shares
were authorised to be issued. All options vest over a three
year period and have a contractual option term of 5 years.
The fair value of the share options at the grant date was
determined using the Black-Scholes valuation model.

AR S P E B K E R EE ()

(RREHEAEIN AESEIAARETTIIR)

12. RUBEBRHO N (F)

(b)

(9]

% 15 8% /&
R-ZE—FRE+-_A=1+H &R
AERBER ([BREER]) BEHT
fBiB4,349,71 7 EBEVERR D T — 1L
B (TERE D ERAXNERTXE
RS ([ARTS)) MRS & (IR
B FE B0 AR TG FT L MR D 4858 ) ©
I Th AR D A EREE AT AR
Hll A% 10 22 B A BR o BB bt - 1t AR 7% LA
HEAREEARE10,000,0007T 5
EMARYANEREZREERPAT
B MIRENAREBESENERS
K o

HE_ZT—X"FLA=1+8 (k%
ARMERBH)  BERBERE
EREEXNNBHREE < ARER
AR ¥3,000,0007T ° #7 FT 52 BX A9 AR
BoBERERERNEERURD A
1,304,9150% - ifn B ) MR AR JE B ) EL
#RHY3,044,802 % RENERR D E R =
T—RNFE+—A=1+HZRI=EH-

BERER _Z—+tF=HA=+—H
Al 2 81T (8 A R B B 17 22 B o

VMR Products, LLC (“VMR") 2 &%
REGHE
SEZHEZENEBRRVMRZ B
% #E 51 & &9 % £ B IR # /&80,000
-FEEREZERESBESRA
—F ARREERENHR AR
F-ERENALEBEERKLEBMA
Black-Scholes#T i R Al # 32 o
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(All amounts in RMB thousands unless otherwise stated)

12. SHARE-BASED PAYMENT (continued)

(c)

Share option scheme of VMR (continued)

Movements in the number of shares options outstanding
during the period ended 30 September 2017 and their
related weighted average exercise prices are set out

below:

At 1 April 2017
Lapsed

At 30 September 2017

R-ZE—+FMNA—H
Bk

R-ZE—tFNLA=1H

Share options outstanding as at 30 September 2017 are

analysed as follows:

Grantee

Employees
Employees
Employees

Employees

Exercise

price in USD

AEA per share
TEEER

(ZREH)

E8 21.27
E8 21.27
== 96.99
== 16.75

At 30 September 2017 R=-Z—tFHhB=+H

19,313 share options out of total outstanding options as
at 30 September 2017 are currently exercisable.

AR E PR B ERME @

(R BHEAEIN MEZEANARETITIIR)

12. RUBEBRBO N (&)

VMR iE R #E =+ &l (48)
BHE-_ZT—+tFHLA=+THIH
M- RITENERERE 2EFH R
HEBzmEFHITERES T
T

Unaudited
REEX
For the six months ended
30 September 2017

BE-Z—tFAA=1+HLAEA
Weighted
average
exercise price
in USD per share

Number of
share options

REF 1T EE
7 (ZIRE) BREHE
28.93 38,994
19.40 (7,500)
31.20 31,494

RZFB—tFAA=THRITEE
Ptz DAfTan T

Number of
share options  Expiry date
BREZSE X¥MAH
8,000 3 December 2017
—E—+tF+=-A=H
3,950 14 September 2018
- N\FNA+ImA
5,000 1 July 2019
—E-hF+A—H
14,544 17 December 2020
ZEZEF+ZRA+tH
31,494

BE_ZT—tFNAA=+RH" K17
EREREE S - 19,313 B E
AT ATTE



Notes to the Condensed Consolidated

Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

13. RESERVES

A1 April 2016
(Restated)

Falr value changes on
avallable-forsale financial
assets, net of tax

Appropriation from net profi

Additional investment in a non-
wholly owned subsicary

Isue of new shares by a subsidiary to

non-controling interests
Share-based payment - value of

consulfancy senvices
Currency translation ciferences

At 30 September 2016 (Restated)

At 1 April 2017

Addtional investment in non-
wholly owned subsidiaries

Disposal of a subsidiary

Currency translaton differences

At 30 September 2017

R-E-AEMA-A
(EE5))

T ESREEL
RREHALERD

BAHIER
%E/}"\/fé

N

%ﬁ%ﬁf?
Fhugze

R-B-RERA=TA
(&)

R-Z-tEmA-A
ﬁﬂﬁém

R-E-LFAA=1R

Contributed
surplus

REER

296,853

296,853

296,853

296,853

Merger
reserve

Gl

(628438)

(628438)

(628,438)

(628,438)

B4R S A AR
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(RRAEHEAEIN AESBIAARETTIIR)

13. 18

Unaudited
FEEH
Capital

Share-based

Share Capital ~ redemption compensation

premium  reseve  resenve
&4RE
RiEE xR i

426,366 2411 4789

426,366 2411 4789

429,81 M 4,749

429,861 1M 4,149

fesenve
HRiEAER
WG

4228

1,000

0228

39120

39120

Currency
translation
reserve

Lt o
i

(84,578)

62,293

(2228))

3560

(87.031)

(51409

Other
reserves

ARt

322012

807

60,764

(8068)

58N

601,3%

799,386

30
(454)

799,362

Total

i

807
60,764

(8068)

581

1,000
62,093

123,780

979,764
PE(l

(454)
(87031)

892,509
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(R BHEAEIN MEZEANARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

14. BORROWINGS 14. X

As at As at

30 September 31 March

2017 2017

R=ZB—tF RZT—tF

AA=+H =A=+—H

Note Unaudited Audited

B 5E RCEZ Az

Current T ED

— Unsecured bank borrowings —EIEFRITER (a) 47,000 75,500

(@) The unsecured bank borrowings are repayable within one (a) EEFETERER —FRINEHE

B-REA ZERTHUNEAEEE
38B(—E—X"FNA=18H:
4.05/F) o

year. During the period, the average interest rate was
3.98% (30 September 2016: 4.05%) per annum.

Borrowings are financial liabilities categorised under “financial ERDemBEREDEA [1REHEK ARG
liabilities measured at amortised cost”. The fair values of the ENcHEE] EXNEERERARE

Group's borrowings approximate their carrying amounts.

Interest expense on bank borrowings for the six months ended
30 September 2017 amounted to RMB986,000 (30 September
2016: RMB952,000).

GEF I

HE-_ZT—+tFhLA=+THLEAEAN
RITERFBBEZ L A A RI86,000
T(ZE—ARAFALA=ZF+TRH: AR¥
952,0007T) °
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

15. TRADE AND OTHER PAYABLES

Trade payables B 5 IR
Dividends payable FEAT AR B

Wages payable R ITE

Other taxes payable H b e HIE
Accruals for expenses FEETF X

Advances from customers BB

Payable for licence fee FE EFEE
Payable for acquisition of a subsidiary  FE{ U BE T B A B
Other payables H fth FE T IR

Except for other taxes payable of RMB72,180,000 (31 March
2017: RMB84,345,000), wages payable of R\MB78,803,000 (31
March 2017: RMB49,619,000) and advances from customers of
RMB48,428,000 (31 March 2017: RMB23,773,000), trade and
other payables balances are financial liabilities categorised under
“financial liabilities measured at amortised cost”. The fair values
of trade and other payables approximate their carrying amounts.

AR S P E B K E R EE ()

(R BHEAEIN MEZEAUARETITIIR)

15. ESZ R EMENFKE

As at As at

30 September 31 March

2017 2017

R=B—tF RZT—+tHF
UDEIESHEN = A=1—H

Note Unaudited Audited
BT 5 RIBEZX KEZ
) 284,364 288,422
- 2,251

78,803 49,619

72,180 84,345

17,171 23,860

48,428 ENVE

29,548 30,481

7,563 -

95,322 75,574

633,379 578,325

BrEMENS TR AREET72,180,000
7t (= T e = HIEE sl = NS
#84,345,000L) BN ILEARE
78,803,000t (ZE—+&E=A=+—
B : AKR®49,619,0007T) R & a3
AR ¥48,428,000 (ZZFE—+F = A
=+—HB: AR#23,773,0007T) 50 &
SREMENRDEREBERSEA 1%
BEKATTENEREE] - B REM
ENFRENAABEEERmMEMRS -
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)
(BB BEEBEEIN TESBEEHUARE T TIIR)

(All amounts in RMB thousands unless otherwise stated)

15. TRADE AND OTHER PAYABLES (continued) 15. ESRHMENSKE (&)

(@)  As at 30 September 2017 and 31 March 2017, the ageing (@ RZE—+tFNLA=1+HBHEZZ
analysis of the trade payables (including amounts due to —t+tF=A=+—H BSEMNK
related parties which are trade in nature) based on the H(BREBEBALHESERNKIE)
invoice dates was as follows: RIFZHZEEMNERESTOT

As at As at

30 September 31 March

2017 2017

R==2—tF RK_T—+F

hB=+H =A=+—H

Unaudited Audited

REEX KEZ

0 - 90 days 0z290H 235,816 231,307
91 — 180 days 91£180H 21,441 33,747
181 — 360 days 1812360H 9,383 2,425
Over 360 days 360H A 17,724 20,943
284,364 288,422
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Notes to the Condensed Consolidated GG ES P B ERKE @
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BREEREN TESEHUARETTIIR)
16. OTHER INCOME AND OTHER GAINS - NET 16. Htt AR Hb &= — F 58
Unaudited
REEX

For the six months ended
30 September
BZEhABA=+HIEAEA

2017 2016
—E—+tF —E—XRE
(Restated)
(&%)
Changes in fair value of financial assets at AREEBEZE A
fair value through profit or loss ERNemEENABEEY - 50,958
Government grants B ERA 59,044 72,701
Currency exchange gain/(loss) — net EMEN W (E8) — 38 672 (5,222)
Profit on disposal of a subsidiary HEMBARZKE 454 -
Gain on disposal of available-for-sale HEAHEESREE 2 W
financial assets 1,920 -
Others EAith 1,646 (387)

63,736 118,050
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17. EXPENSES BY NATURE

Expenses included in cost of goods sold, selling and marketing
expenses and administrative expenses are analysed according to
their nature (with the exception of “research and development
expenses” which are shown as a single item and analysed
according to their nature in note (a) below) as follows:

AL E PR BERME @

(R BHEAEIN MEZEANARETITIIR)

Depreciation
Amortisation

Provision for impairment on other

non-current assets
Employee benefit expenses

Research and development expenses

Lease rentals
Travelling expenses
Utility expenses
Delivery expenses

17. ZHE2ENRX
BERBPEHEKNEN - HERMSEERSE
FITHRER WAREBEMHD (R @)IE
BUEMEBI TN HERERAS]
SN BIEAYHE N RREBRMRELER
MERE)DMmT:
Unaudited
RECEZ
For the six months ended
30 September
BENRA=1THIEAEA
Note 2017 2016
M3 —E—tF —E—RF
(Restated)
(&g E?)
e 7 53,308 56,417
iy 7 33,663 39,060
HtIEmB & ERERE
18,000 =
EERHNAXZ 165,734 193,708
MERERAL (a) 126,126 110,890
Ha 19,199 21,490
ERFAX 26,397 47,472
NEEBHEFAZ 30,705 30,948
B 19,591 18,959

(@)  Depreciation, amortisation and employee benefit expenses
included in research and development expenses are set

out below:

(a) MARERAXTERENTE &
HNMEE RN RMT

Unaudited
RIBEZ
For the six months ended
30 September
BEAA=1THLEAAA

Depreciation
Amortisation
Employee benefit expenses

Note 2017 2016

b= —E—+tF —T—XKF

(Restated)

(&)

e 7 11,277 10,807
B 7 1,369 1,246
BERAFEXZ 38,865 40,507
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

18.

INCOME TAX EXPENSE

Current income tax: BVERR I8
— PRC corporate income tax —H B ERER
— Hong Kong profits tax —EBEBMEN

— Botswana company income tax
— Germany company income tax
Deferred income tax

—BEEEMREH
EIEFTB R

PRC corporate income tax has been calculated on the
estimated assessable profit for the period at the tax rates
applicable to respective companies of the Group.

Hong Kong profits tax has been provided at the rate of
16.5% (2016: 16.5%) on the estimated assessable profit
for the period.

Botswana company income tax has been provided at the
rate of 15% (2016: 15%) on the estimated assessable
profit for the period.

Germany company income tax has been provided at the
rate of 15% (2016: 15%) on the estimated assessable
profit for the period.

The subsidiary in the U.S. is a limited partnership and is
not chargeable to income tax at partnership level. The
corporate owners of the partnership pay tax on its share
of the partnership’s taxable income at the rate of 35% for
the period.

No provision for income tax in other jurisdictions has
been made as the Group had no assessable profit in other
jurisdictions during the period.

—BREMEEMEH

ERARE PR BERME @

(R BHEAEIN MEZEAUARETITIIR)

18. Fi5

Note
B 5

(a)

(b)

(9

(d)

(e)

()

)
Unaudited
KRB
For the six months ended
30 September
BZEhARBA=+HIEAEA
2017 2016
—E—tF ZE—RF
(Restated)
(&%)
124,204 116,655
4,845 3,961
538 512
98 106
17,065 (2,432)
146,750 118,802

TEEXAERBEBRAREET
BARERENAHEGEAERTE
A LA EL 53 A B0 B R 1M E

BAESHEAHM G ERM
BA AT EI6.5% (ZFE—/NF:
16.5% ) B &

18K FL 1 3 AT 1S TR AR B ] (A =T
ERRBFIABREI5% (ZF—X
F:15%) B

EECEMESHRIRAHE G ER
MEFMUBEI5% (2T — K&
15% ) i o

REBRZHMEARR/BREES
FERRAMEEERNBERT AN
Z IR R35%PISH -

AEERABAAREEEMRDEER
WERSERAEHBEA  HER
H DA PSR BAE -
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19. EARNINGS PER SHARE

(a)

Basic

AR E PR B ERME @

(RREEAEIN AESEIAARETTIIR)

19. SREFR

Basic earnings per share is calculated by dividing the
profit attributable to equity holders of the Company by
the weighted average number of ordinary shares in issue

during the period.

Profit attributable to equity holders
of the Company

Weighted average number of
ordinary shares in issue ('000)

Basic earnings per share
(RMB cents per share)

RRBEZFTAA
J& 15 & 7

BERfTcEBRZ
IR 8 (T &)

BREXRZERF
(BIRARED)

(@)

BN

BRERBNTIREAHEALQF
B A ARGERN BRAMAE
BOTEBERONEFSBBEE-

Unaudited
RBEX
For the six months ended
30 September
BEAA=+THLEAEA

2017 2016
—E—tF —E—RF
(Restated)

(&%)

456,894 473,956
3,107,963 3,106,658
14.70 115526
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

19. 8K
(b)

19. EARNINGS PER SHARE (continued)
(b) Diluted

Diluted earnings per share is calculated based on the
weighted average number of ordinary shares outstanding,
assuming that all dilutive potential ordinary shares have
been issued. For the period ended 30 September 2017,
the share options granted by the Company have no
potential dilutive effect on the basic earnings per share.

Profit attributable to equity holders
of the Company

Weighted average number of
ordinary shares used to calculate
basic earnings per share ("000)

Adjustment for:

— Grant of awarded shares ('000)

Weighted average number of ordinary
shares for diluted earnings
per share ('000)

Diluted earnings per share
(RMB cents per share)

ARrERTA AREER

RAEE BRERBMD
EEAH) IR 8 (T &)

nE

OH]

=
— MR (F3)

TRES BN T B A

nHEFHE (T5)

BRESER
(BRARED)

R4S P E B K E R EE ()

(RRAEHEAEIN AESBIAARETTIIR)

87 (&)

E
BREERNBRERAB T HENE
EEBBREERRE RECETYE
BREONEFARBATE -EHE
“E—+FAA=THIEEME K
RERHZ BRESSREREF
BB HEME

Unaudited
RIBEZ
For the six months ended
30 September
BEAA=1THILEAAA

2017 2016
—E—+tF —E—RF
(Restated)

(&%)

456,894 473,956
3,107,963 3,106,658
- 88
3,107,963 3,106,746
14.70 15.26
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Interim Financial Information (cont'd)
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20. DIVIDENDS

(R BHEAEIN MEZEANARETITIIR)

20. B2

Unaudited
RIBEZ
For the six months ended
30 September
BEAA=1THLEAAA

2017 2016
—E—+tF ZE—RF
(Restated)
(K&E5)
Proposed interim dividend of Fk H HA R S AR B 1510.301L
HK10.30 cents (2016: nil) per share ZE—RFE) 271,993 =
Proposed special dividend of R EF B % B = AR 5. 7010
HK5.70 cents (2016: nil) per share ZTE-RFE) 150,521 —
422,514 =
Final dividend of HKD683,752,000 (approximately HE-_T—+tF=HA=+—RHIEFEZH
RMB576,800,000) for the year ended 31 March 2017 was KRIE B8 #683,752,0007C (& HAE
paid in August 2017. #576,800,000) ER=ZZE—+tF N\ A
Ao
As the interim dividend and special dividend were declared AP EIRERFRIRENDNEERRE
after the balance sheet date, they have not been recognised K WENREIRERR-ZE—LFN

as dividend payable as at 30 September 2017. A=1TBZEMNKRER-
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

21.

BUSINESS COMBINATIONS

In August 2017, Yancheng Huading Technology Co., Ltd, a
non-wholly owned subsidiary of the Company, entered into an
agreement with three independent third parties to acquire 95%
equity interest in Jiangxi Xianghai, a company incorporated in
the PRC, for a cash consideration of RMB25,208,496.

Jiangxi Xianghai is principally engaged in the production and
sales of synthetic perfume. It is expected that the market
position of the Group in this industry will be strengthened
through merger and acquisition.

Jiangxi Xianghai had become a non-wholly owned subsidiary of
the Group in September 2017. The Group has yet to undertake
a detailed assessment of the fair value of assets and liabilities
arising from the acquisition as at the acquisition dates, as a
result, the goodwill of RMB15,729,269 is calculated based on
the provisional fair value of Jiangxi Xianghai‘s net assets.

AR S P E B K E R EE ()

(RREHEAEIN AESEIAARETTIIR)

21.

E SRt

RZZE—+FNA ARAIZIEZERBA
A EELSREERARE =B IE=
HEZEWE URSREARK25,208,496
TWE—KNPBREZH AR TEEEH
95% % ©

TREBIZUEAXNBHNEERHEE -
BBWE AEBEBEHRAMREETS L2
HAL

TIHAESR - E—tFNAKALAERZ
FrEWBRA AEEKSHWEEE
MEEMBERKREANAREBEETTFH
A RARBELENEEAARK
15,729,2697C  HERI AR BN E EFE
ZEEARERE
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Interim Financial Information (cont'd)
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22. COMMITMENTS 22, EE
(a) Capital commitments (a) EBEARFEIE
Capital expenditure authorised but not contracted for, and REEACHERRENREEHNE
contracted for but not yet incurred at the end of balance MAEENERRZNT

sheet date are as follows:

As at As at
30 September 31 March
2017 2017

R=-Z—tHF R —+F
AWB=+H =A=+—H

Unaudited Audited
REBEX EAZ
Contracted but not provided for: BELBREE:
Property, plant and equipment M R R 11,173 14,733
Investment in an associate REEZERBZIKE 43,420 43,420
Available-for-sale financial assets AHEERmEE 87,709 91,176
142,302 149,329
(b) Operating lease commitments (b) &EHERIE
Future aggregate minimum lease payments under non- REERBRB A HE2ERE - KK
cancellable operating leases at the closing date are as SEMEENREENAT
follows:
As at As at
30 September 31 March
2017 20§17
R=2—tF RZZT—tHF
OEISENEN — 5 =1—8
Unaudited Audited
RBEX KEZ
Land and buildings: T RIETF
Not later than 1 year NEBE1F 30,031 34,047
Later than 1 year and not later A1 F1E
than 5 years T HBiE5F 62,589 73,864
Later than 5 years FRIBSE 36,354 43,781

128,974 151,692
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(RRAEHEAEIN AESBIAARETTIIR)

(All amounts in RMB thousands unless otherwise stated)

23 RELATED PARTY TRANSACTIONS 23. ABALTRS

(a) Name and relationship with related parties (a) BEAEEAXBTBELRA(R
Name Relationship
AiB e

An associate indirectly held by the Company
RRRIEEFAHHE QR

Huangguoshu Golden Leaf

(b) Balances with a related party (b) BAEEANL&ER

As at As at
30 September 31 March
2017 2017
R=2—tF RKR-_T—F
hB=+H ER=ETF—E
Unaudited Audited
RICEX KEZ
Balance due from a related party: JER N 1+ 75
- Huangguoshu Golden Leaf - E5RHEE
— trade receivables — & Z R 1,541 —
— other receivables — H b B 5K 91 24
The balance with a related party was unsecured, interest- FrB AR A TR REIEIR 28 Rk
free and repayable on demand. Eﬁﬁ‘@%ﬂ B & o
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Notes to the Condensed Consolidated

ANTEZEEEWEBE QT (contd)

(All amounts in RMB thousands unless otherwise stated)

23 RELATED PARTY TRANSACTIONS (continued)

(c)

Key management compensation

Key management includes directors (executive, non-
executive and independent non-executive) and senior
management. The amounts of compensation paid and
payable to key management for employee services during
the six months ended 30 September 2017 and 2016 are
shown below:

Fees, salaries and bonus T& HWRIEA
Employer’s contributions to retirement & & Bt R IRt 2 50
benefit scheme

(9]

AR E PR B ERME @

(RREEAEIN AESEIAARETTIIR)

23. BBALRE (&)

FTEEEAEME
TZERANBBRES (MTES F
HITEERBIYIFRTES) IERE
BABE-RBEZ—tFRZF—X
FAA=ZTHLEANBAR AETEEE
ABXMEREERBNE N REM
M

Unaudited
PN S
For the six months ended
30 September
BEAA=1THILAAA

2017 2016
—E—+tF —E—RF
(Restated)

(&&E7)

20,599 23,045

365 393

20,964 23,438



Glossary

Board
Case

CEO

CFO

CG Code

China, Mainland or PRC
Company or Huabao
Director(s)

e-cigarette(s)

Executive Director(s)

FCCA

FCIS

FCPA

FCPA (Aust.)

FCS

Group or Huabao Group
Guangdong Jinye

HKD

HKICPA

Hong Kong or HKSAR

Hong Kong Stock Exchange

Jiangxi Xianghai
INED(s)

Listing Rules

Huabao International Holdings Limited & BB 2R B R 2 E) 2017-2018 Interim Report FEASRE 71

The board of directors of the Company

Each case contains 50,000 sticks of
cigarette

Chief Executive Officer

Chief Financial Officer

Corporate Governance Code as set out
in Appendix 14 of the Listing Rules

The People’s Republic of China

Huabao International Holdings Limited

The director(s) of the Company

Electronic cigarette(s)

Executive director(s) of the Company

Fellow member of the Association of
Chartered Certified Accountants

Fellow member of The Institute
of Chartered Secretaries and
Administrators

Fellow member of the Hong Kong
Institute of Certified Public
Accountants

Fellow member of CPA Australia

Fellow member of The Hong Kong
Institute of Chartered Secretaries

the Company and its subsidiaries

Guangdong Golden Leaf Technology
Development Co., Ltd

Hong Kong dollars, the lawful currency
of Hong Kong

Hong Kong Institute of Certified Public
Accountants

Hong Kong Special Administrative
Region of the People’s Republic of
China

The Stock Exchange of
Hong Kong Limited

Jiangxi Xianghai Biotechnology Co., Ltd.

Independent Non-executive Director(s)
of the Company

the Rules Governing the Listing of
Securities on the Main Board of the
Hong Kong Stock Exchange

-

#
HEHITE
HEMEE
EEATA
o B ok B
ARFRER
%

E¥E
YITEE
FCCA

FCIS

FCPA

FCPA (Aust.)

FCS

AEEH
ZFELHE

BEREE

B
HKICPA

HB

BB R P

IR E

BIUFHTES

EmR A

ARFINEES
BFf8 550,000 5 2

BHRHTE
BRVBE
£ A5 AP &%+ PO AR 51 Y
EERTA
hEARAME
EEHBRERARAR
RRFRES
BFE
ARAZHITESR
REFFLARGAMAE
BEXRE8
REFFFHER
TBRABREER
&

18
m

\

Jgo

R

NN

i3

st

BN R & 21 65
BERFREAS
4%E A

ZAYNCIP ) NG

BEREASEMEKFE
BRAT]

Bl BREAEER

NN

hEARAME
BRFRITHRER

EEMAERGMAER QA

TRAEBEMHZBRAR]
ARBZBILIFATES

BERM R EIRE 5
EmRRY
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Glossary (cont'd)

Model Code

R&D
RMB

RTL
SFO

Shareholder(s)
Share(s) or

ordinary share(s)
Shenzhen Stock Exchange
us.
usb

Xiamen Amber

Model Code for Securities Transactions

by Directors of Listed Issuers as set
out in Appendix 10 of the Listing
Rules

Research and development

Renminbi, the lawful currency of the
PRC

Reconstituted Tobacco Leaves

the Securities and Futures Ordinance,
Chapter 571 of the Laws of Hong
Kong

Shareholder(s) of the Company

Ordinary share(s) of HKD0.10 each in
the capital of the Company

Shenzhen Stock Exchange in the PRC

United States of America

US dollars, the lawful currency of the
United States of America

Xiamen Amber Daily Chemical
Technology Co., Ltd.

s
AR
EEEH
BB R D

B
RSB
R4 52 5 7
£
=SE

EF3RIA

LRI+ IR £
BITABERITRERS
Rl

MR kER
ARK REEEEHK

BEEE
EBEPIESTIERF R
HIE 151

KRB Z R

ARB AR BIEE
B H0.107TH) B AR

T ERYIFE 73X B

EMERERE

Xt XBEDEEEH

EPI5E3A BB B
BRAA]
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